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j gvpl Siegel-direct 1533 A 450 


2 

1 Q Now, had y yu scheduled a -oard of directors meeting 


3 

to consider whether you should tales shares above the 300,000 


4 

shares? 


5 

A Yes, we had scheduled a board meeting so that we 


6 

could have the count. Mr. Gordon would be down at the 


7 

bank because most of the tendered stock comes in the last 


8 

day. So that we would have the count from the bank and we 


9 

• 

would be able to poll the board as to whether we wanted 


10 

to take any overage or whether ve didn't. 

i 

11 

Q You scheduled the board of directors 


12 

meeting for the last day; is that correct? 


13 

A That's correct. It was the evening. 


14 

Q Had you considered how you could have gotten 


IS 

additional financing if you noodod it? 


16 

A Yes. ' 


17 

Q And gotten it in time? 


18 

A Wfell, I think we were allowed to extend the tender 


19 

offer so that if we got an overage, let's say, if we got 51 


2G 

per cent, I believe, and I'm --vhat we could have done is 


21 

taken the firsc three hundred and, you know, arranged the 


22 

financing by extending it or some other way, to take the 


23 

51 per cent. 


24 

Q Do you recall how many shares you got on the tender 


25 

offer? 
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9 P*P 2 Siegel-direct 1534 A 451 

A I believe it was like 306,000 or 307,000, something 
like that. 

Q What conclusion did the board reach on that? 

A We should take the overage. 

Q Did you at that time have a view as to what you 

should do if you got 51 per cent of the stock tendered? 

MR. PENNOYER: Objection. When? 

THE COURT: Wae, that subject discussed by the 

board? 

THE WITNESS: Preliminarily, yes. 

THE COURT: Was there any resolution adopted? 

THE WITNESS: No, there wasn't. 

THE COURT: Objection sustained. 

Q When did you decide to make an exchange offer of 
Chris-Craft securities for Piper? 

A I believe there was a board meeting while I was 
out of the country at which they proposed that we study an 
exchange offer. 

THE COURT: What were the dates of your being 

away? 

THE WITNESS: I think the 9th of February, sir. 

THE COURT: Until when? 

THE WITNESS: The 20th—some-odd of February, 22, 
something like that. I would have to check my records to 
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Q Before you left did you express a view on whether 
an exchange offer should be made to the board? 

A A broad view. We discussed with Len and Jim who 

were on the board that they felt very insecure and felt that 

we should make every effort to try and move for control. 

The exchange offer was the only way to do it. 

Q Did you concur in that conclusion? 

A Yes, it made sense. 

Q Incidentally, did there come a time when you had a 
telephone conversation with W.T. Piper, Jr.? 

A Yes, sir. 

Q When was that? 

A The morning of the 23rd before the market opened. 

Q The 23rd of what? 

A Of J anuary. 

Q What happened in the telephone conversation? Who 
called who? 

A I called Mr. Piper. 

Q Tell the Court of the conversation. 

A I called Mr. Piper and I introduced myself on the 

phone, and I said. I wanted to inform him that, we were going 
to make a tender offer for Piper Aircraft stock and that I 

would like the opportunity to discuss with him some of our 

views and some of the areas that might be of mutual interest, 

Xjumt-RN (^strict oxkt repcrtk^ 

UNrso States Ccvrt House 
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and I would like — I would be available at any time he 
wanted, at any city he wanted, and I would like to have 
this conversation with him before he started making state¬ 
ments to the press or anything else, to the public. 

Q What did he say? 

A Well, the first — actually there were two phone 

calls. The first one, I think he misunderstood and thoughl 

that I was calling about this thing in the Wall Street Journal 

meases. 

that said that there were m er c ha nt negotiations with Chrin- 
Craft , which he denied. 

Q What did he say to you? 

A He said something about, "I'm not interested." 

He was sort of vague. Then I was disconnected. 


I told the secretary to get Mr. Piper back on the 


phone. 


When you got him back on the phone, what did you 


say? 


A I said I guess — "I'm sorry, we were disconnected." 

I went through the rest of the conversation. 

Q Did you tell him who you were? 

A Yes, I did. 

Q Did you make arrai elements to meet v;ith Mr. Piper? 

A Yes. I think through Mr. Erpf and Mr. Miller, 

v 

Mr. Erpf cf Loob Rhoades and Mr. Miller of First Boston. 
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0 That raeeting occurred the following day; is that 


correct? 


A Yes. 


Q It's a stipulated fact here that Chris-Craft filed 
its registration statement for an exchange offer on February 


27th. 


During the period that Chris-Craft was in regis¬ 


tration did you purchase any Piper stock? 

A We did. 

Q How many shares? 

A I think the number was 9000 shares. 

Q It's a stipulated fact that it's 9100 shares, 
what occasioned you to stop purchasing? 

A I had a meeting with the Securities and Rxahange 
Commission in Washington. 

Q Was that the meeting of April 7, 1969? 

A Yes, it was. 

Q Following that meeting and during the period that 
you were in registration, and then thereafter while your 
exchange ofter was outstanding, did you purchase a single 
share of Piper stock? 

A Absolutely not. 

Q Were any opportunities presented to you to buy 
Piper stock for cash during that period? 
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Q tfould you enumerate them as specifically as you 
can for the Court. 

A i had heard Mr. Cornfield wanted to sell his block, 
and that 1 was to call Mr. Cornfield, and after the conver¬ 


sation with the SBC I was not about to call Mr. Cornfield. 

I was called by Mr. Jennison who had a block from, 
I believe it was, the Garner family, who offered it to us, 
and I said that we can't !>uy it and neither can anybody else 
that's in this situation. 

Q Was Piper still being traded on the New York Stock 
Exchange during this period? 

A Yes. 

Q I direct your attention to May 7th, which is whan 
you fixed and announced the terms of your offer, 

and that is reflected in Finding 64, which, in substance, 
sayslhat the package was to consist of a $2 convertible, 
preferred convertible into 2.4 shares of conaon and two 
warrants on a post-split basis of Crhis-Craft. 


You recall that) do you not? 
A Yes. 


THE COURT: It wasn't two warrants, it was one 
warrant for two shares. 

MR. LIMAN: One warrant for two shares. I think 




SOUTHERN DISTRICT OOURT REPORTERS 
United States Court house 

Foley Square, N.Y., N.Y. 10007 Telephone: COrtuv.no 7-4580 





1539 A 


456 


gwp7 Siegel-direct ioov * 

we used that terminology here, your Honor, that one warrant 
for six shares is really six warrants; one warrant of 3.5 
shares we say are 3.5 warrants. X apologise. 

THE COURT: So you have changed the warrants. 

The warrants that you are talking about call for one share. 

MR. LIMAN: That's right. 

THE COURT: But the warrants that actually existed 
call for two shares. 


MR. LIMAN: It's one warrant for two shares, right, 
your Honor. 

THE COURT: All right. 

BY MR. LIMAN: 

Q Who participated on behalf of Chris-Craft in the 
decision to make tills particular offer, to set this paakage? 

A I did, Mr. Erpf, 1 think Mr. 8herill, investment 
bankers, Mr. Gordon, Mr. Rochlis, X believe. 

Q Tell the Court how you arrived at the decision to 
offer this particular package. What were you trying to do? 
What was said? 

A Wfe v/are trying to get a package that would be 
worth over — substantially over the market. 

Q The market of Piper? 

A Yes. 


Q And did your investment bankers express views to 
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you 


as to 
A 
Q 
A 

0 

A 

Q 


what your preferred would sell at? 

Yes. 

And what the warrants would sell at? 

They estimated what they would sell at. 

Do you remember what the estimate was on May 7th? 
MO, I don't. 

Did you ever announce the estimate to the public? 


A No. 

Q On May 16th do you recall that you sweetened this 
package by adding $10 in cash? 

A Yes, I do. 

Q Would you tell the Court what discussions you had 

with your board with respect to increasing it by $10? 

A Yes. We knew we had to sweeten the package. When 

the Bangor Punta announcement broke on the 8th, we knew that 

everybody vas targeting in on a price tag that was announced. 

So we had to get a package that would come close to it in 

order to compete with it or top it. Our stock had gotten 

hurt vary substantiallyvith the Bangor announcement, so that 

v;s vrere now dealing with cheaper and cheaper stock. So I 

felt th?t the only way you could offset that deterioration 

was to make, you know, a sweetener in the form of cash first. 
We did the sweetener at $10, I believe. 

Q Did you consult your investment bankers with 
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respect to what the package would be worth with the sweetener! 

A I don't recall. Obviously we estimated what it 
would be worth. I dorft recall the specific astiraate, 
though. 

Q Do you recall that on July 24, 1969, which was six 
days after the Bangor Punta exr’ - offer became effective, 
that Chris—Craft became effect. an increased offer 

for Piper? Do you recall that? 

A Yes. 

Q IIow did you arrive at that increase? 

A Again to try to top the Bangor offer. 

Q Who was consulted on this? 

A Our investment bankers and again most of the -- 
two or three top directors. 

Q Were there discussions then of what your package 
would be worth? 

A I'm sure there were. 

Q Do you recall any figures? 

A Not offhand, I don't. 

Q Were you trying to arrive at a particular valus? 

A Yes, we were up against an announced package of 

• worth of rj yju ratios. Wo .cnew we had to get u package 

which would be woroh wore than that in order to gat these 

people to tender. 
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459 


1 

\ 



I 


2 I Q After your exchange offer closed, did you purchase 

3 | any stock of Piper for cash? 

A | A Yes, we did. 

I (Pause.) 

0 Tell the Judge why vou stopped purchasing Piper. 


8 

9 

»0 

II 

n 

13 

14 


15 1 
16 ! 


m 

19 

'/) 

21 

22 

23 

A 

25 


A Because it bee suite obvious that once they had 46 
per cent or 45 per cent, we had 42 per cent, that they could 
beat us in ooen market purchases like two to one in order 
to be a>le to get even. The only way that we were ever 
going to get control of the company was to have the two 
blocks that they bought illegally, you fcnow — 

Q That's what you claim? 

MR. RYAN: I move to strike that. 

THE COURT: I will ignore it. 

Q I am sorry. It was to have the two blocks which 
were contested — 

A Right, divested or negated in some manner. 

Q Did you make any efforts, Mr. Siegel, to extricate 
yourself from your minority position by selling your shares? 

A Yes, we did. 

Q Would yen tell the Court as specifically as ycu 

can when you smarted the efforts and what you, Herbert 
Siegel, personally aid. 

A Some time at the end of August, I think it would 


I 
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be — 

Q I have asked you to give dates as specifically as 
you can. If you have anything to refresh yourself on dates, 
you can refer to it. You don't have to guess on dates. 

A I have notes. 

Q What is it that you are looking at? 

A It's notes that I took from my secretary's boohs 

when I had appointments and with whom and phone calls to 
people that are involved in negotiations. 

Q Keep your voice up and tell the story chronological¬ 
ly. 

A On 8/8/69 I met with Carl Hess, American - European 
Associates, who had been involved in roal estate and business 
deals with Mr. Salgo representing some foreign banking 
interests about seeing whether either side could buy out 
the other and whether we couldn't make some sort of a settle- 
* ment on this. 

On September 11th — 

Q Did you tell him that you were prepared to dispose 
of your shares? 

A Yes . I told him that we would either sell or maybe 
could arrange some sort of financing through them to buy. 

SOUTHERN SSL, REPORTERS 
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1544 A 


MR. PENNOY?:?.: Your Honor, I have indicated to 

Mr. Liman that I hope to be not more than 20 minute*. 

THE COURT: Good. 

MR. PENNOYER: And this part relates to 

eecontested finding 14(c). 

CROSS EXAMINATION 
BY MR. PENNOYER: 

Q Mr. Siegel, as I understand it, you graduated from 
college in 19507 

t 

A That's rit t. 


I would like to briefly outline your affiliations 


with corporations, starting with the Fort Pitt Brewing 
Company, which I understand you were board chairman of 
sometime during the '50s. 

A That's correct. 

Q Ana did the Port Pitt Brewing Company, while you ! 
were beard chairman, merge into Seeberg Corporation? 

9 

MR. LIMAN: Objection, your Honor, as tc 


relevarce. 

vwr COURT: We) 1 ., I assume this goes :o the 

issue c*' credibili ty ard motive and intent, so I v j11 
allow ii. as a preliminary. 

A No. 
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Q What happened with respect to as between Fort 
Pitt brewing and Seeberg? 

A Fort Pitt Brewing bought the Seeberg Corpora¬ 
tion from the Seererg corporation and changed the name to 
Seeberg. 

Q And then you subsequently became board chairman 
of beeberg Corporation? 

A Weil, it was the same company. 

0 AnJ then die you tnereafter sell off the assets 

of Fort Pitt Brewing? 

A Yes. 

Q And in the early ‘60's, did you become dis¬ 
associated with Seeberg and become board chairman of 
Cantilever Brewing Company? 

A That's correct. 

Q Ani did Centilever Brewing Company subsequently 
raei.ua with tue baliwin Rubber Company and the Montrose 
Chemical Company? 

A That * s correct. 

Q Th .1 .. v;at a throe— way merger? 

A Yes 

Q And did that result iron* purchaser by tha 
Centilever Brewing Company of inte/ests in those two 
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pj-5 

companies, that is, 
Chend.Cc.1? 


Siegel-cross x u •* o « 

Baldwin Rvbber Company and Mr ntrose 


A Only in one company, as I recall. 

G 7. sea .And which one was that? 

A Baldwin. 

(J And how about the Montrose Chemical Company? 

How did that merger come about? 

A As part of the merger there was i. — the Montrose 
Chetrical people — some of the family sold out. There 
wa3 a Jtisprcportionate redampt .on of stock, as I recall 


it. 

e 

Q And the successor company became known as the 
Baldwin Montrose Chemical Company? 

A That'8 correct. 

Q And you became board chairman of that? 

A Yen. 

C And subsequently did the Baldwin Montrose 
Chemical Company sell off the assets of the Centilever 
Brewing Compnny? 

A We sold and financed the employees to buy it. 

G And similarly, V as to the Baldwin Rubber 
Company, did the Baldwin Montrose Chemical Company sell off 
Bcldwin Rubber? 


A No. We only sold eff the rubber plant. We* did not] 
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Siegel-cross 
ao.'l off what was involved in Rubber befc e. 

Q I see. And while you were board chairman of 
Baldwin Montrose Chemical Company, that company bought 
p nine per c-ont u ock interest in Paramount, is that 
correct? 

A Yes. 

Q And you went on the Paramount board? 

A Yes. 

Q For a period of time. 

A A short period o r time. 

C Yes, sir. 

And subsequently you left tiiat board and 
• -Baldwin Montrose 1 Chemical Company sold its Paramount 
stock? 

A That 1 s correct. 

0 And approximately what year was that, tlic.t the 

Paramount stock was sold? 

A X believe *66. I may be offan\ that but 1 
believe that was the yoar. 

Q ?h* nk you. 

- : _nd chon in 15)67 Baldwin Montrose Chamicai 
Co iuany bought some stock in C.xi e-Craft? 

A That is correct. 

Q That was while you v/ere still chairman of the 
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board of the Baldwin Montrose Clamic .1 Company. lo that 
right, sir? 

A That's why —— 

c 13. Th-Xt- was While you ware r.till the hoard 
chairniiiji7 

A Still, yes. 

o «nd laie '67 or early >68 Baldwin Montrose 
Chemical nerged into Chris-Craft? 

A Merged — I believe It *.w. 

ev t it was — the merger was 

complete in the suj.xcer of '68. 

Ci And you became board chairman of Chris-craft 
Industries? 

a 1 was board chairman of Chris-Craft bn fore- the 
merger. 

Q You were already. Very well, sir. 

N°* Mr. Gordon and Mr. Socklis both came to 

Chris-Craft with you vie the Baldwin Montrose Chemical 
Company? 

A Came to Chris-Craft via — ye3 , j _ 

G Nov; you nave ro experience in aircraft ma iu- 

factarirsg. 


A The.’; ic correct. 


2 1 bolievo you testified on direct that ai soma 

time ir. January, just prior to the cash tender ofler, you 
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looked at an.. jtadied the 1968 annual report of Piper 


Aircraft. 


That is correct. 


Q And isn't it a fact that you looked only at 
the financial data in the annual report? 


Q What else did you look at? 


I read the annual re?>ort. I read the annual 


report 


Q Now you testified on June 11, 1969, by deposi¬ 
tion, end I am going to read to you page 194, starting 
with the questions at line 14: 

"Q Other than the availability of shares of stock, 
did you take any look-see at the company, its finances? 

■A Yes. 

"Q Its reports. 

"J* I’m sure Mr. Rocklis did. We looked at their 
annual report, and when ve got the latest annual report 


I looked at it. 


I didn’t road the written oirl. I 


looked at th= fiiuoicial cart." 

llo.i was that itatement correct, Mr. Siecei, when 

yo-.. mac e it? 


I do;it believe it was correct. 


Q You believe now that you read the written part? 
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479 


A Yes, sir. 

Q You believe your recollection is better today than 
it was in Oune of 1959, when that deposition was taken? 

A I certainly do. 

Q Mow the first order for Piper stock on the open 
market was December 30th? 
r A That’s correct. 

Q That was for 5000 thares? 

A No, v/e bought 5000. 

Q You bought 5000 on or about that day? 

A On that day. 

Q All right. 

A But the order was not 5000 shares. 

Q Right. And thereafter I think you have already 
testified you had accumulated about 100.000 shares prior 
to the uitiie the Tech Fund representative came to your 
company? 

A That is correct. 

Q For discussions. 

A That’s correct. 

Q Mow is it correct that by January 3th y. i had 
already acquired 34,000 shares of Piper stock' 

h That’s possible, because I don’t have the *xact 
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dates. 


Q It came in pretty fast at the beginning, didn't 


A Ycs, it did. 

Q l.ow did you consult with any expert in the 
aircraft manufacturing business before February 4th? 

A Before February 4th? 

Q Yes. 

A Only to the extent that on our board of directors 
is a gentleman by the name of dliff Goad, wno is a retired 
executive vice president of General Motors. He came 
out of manufacturing. Mr. Goad was head of the Wildcat 
program for General Motors during World War II,so he 
knew something about manufacturing. 

q Mow the Wildcat program was a program involving 

Navy single-engine fighters. 

A Yes. 

Q And, as I understand it, his experience was 
in connection with the manufacturing of these Wavy 

fighter.'3 unck in 1542 to *44? 

L :.'hc.t is correct. 

Q Arc since then he had been with General I-Sotors? 

A Yes. lie uaa with C ir.eral Motors ac fch.it tine. 

Q Right, sir. 
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Now did you consult with Mr. Goad prior to 
February 4th? 

A Yes. 

Q Abort the prou*’.ott# of Piper? 

A Wsj.j , at the board meeting that we had after 
the annual meeting, we discussed Piper. 

Q Piper what? 

A Aircraft:. 

Q Stock? 

A Well, we also discussed the financials and the 

data that we had. 

Q Now February 4th was the date your cash tender 
°^ ar closed. I believe on that date or shortly after 

you met with a Mr. Ilulfield? 

A Ed Ilulfield, yes. 

G yas. Aid you considered him an export Ln the 
aviation business, that is, the aircraft manufacturing 
business? 

A X think .lr. ilulfield ie recognized a? thit, but 

1 thlr.h the purpose for the ilulfield meeting was because 

i-r. ilulfield was close to Ur. Shields and was a fr..end of — 

s muui;;'. friend of mine, and he thought that maybe lie 
ccujwd intercede with the Fiper family. 

Q So the discussions with Hr. ilulfield did rot 
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involve Piper products or aircraft manufacturing as 


such? 


a Well, I v/culd say that in a broad sense you are 


con act. 


Q And then you spoke w:.th Mr. Lear about that 
time, didn't you? 

A I believe Mr. Lear was later. We were talking 
about his steam engine for use in boats, and I haci dinner 
with Mr. Lear, and we did mention, obviously, Pip€*r and 
some of the products. 

Q This is seme time after February 4th? 

A Yes. 

Q Now in connection with the fixing of the: number 

of shares which Chris-Craft tendered, that is, the 300,000, 

1 believe you testified on direct that there were discussions 

{ 

between you and several member a of the board? 

A Yes. 


Q Was that, among others, Mr. Sherill? 

A Yes. We spoke to Mr. Sherill. 

Q And Mr. Gordon? 

A Yes. j 

Q Mr. Itac’:lis? | 

i 

A Yes. 

Q Who else? 
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Hr. ErpL. I don't know whether we — I »h<^ 

I did mention the mrnber to Hr. oo.d and to the rest of the 

directors in o f»r as what we were recoamending what we 
world do. 

0 1)0 you recall now that there was a discussion 

at one point about the possibility of offering HO for 
200,000 shares? 

* I don't recall offhand, but it is very possible. 
The — 

Q Wan ilr. Erpfi present at that nesting at which 
you discussed the nunber of shares for which Chris-Craft 
should tender? 

A well, there ware so many discussions on the 
phone. I believe that whhn we Bade the tender, the 
discussions - 1 believe that Mr. Erpf was in London. 

1 : “>y be wrong. I know some time during that period I 
haa to call him in London. 

Q In any event, you did talk to Mr. Erpf cn this 
subject of filing the number of shares and the price? 

A Ye3. 

U Prior to the cash tender offer? 

A Weil, at the -- yes. we would have to before 

the thing is printed up. 

Q PJLgnt, sir. 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

c oley Square, nx. my. 10007 Telephone: ODrtuwo 7-4580 










•i#,. 


pj-14 


Siegel-cross 


1555 A 484 


Wow I an going to read pu a question and answer 
and see if that refreshes your recollection as to whether 
one of your directors suggested offering 60 to bring in 


200 . 


MR .PENHOYERx Page 232, I-Ur. Liman. 

Q (Reading) 

"Q What did you say to Mr. Erpf and what did he 

say to you? ,_— 

"A I don't know whether we had in my talking with 

Len, Jim and myself and other management directors, whethei 

we had actually set $65. We were toying with the idea 

of $60. We were toying with the idea, as I remember, 

of maybe 200,000 shares minimum, and the idea evolved 

* 

because we all agreed if we went to $65 we thought that 
we wculd get in 300,000 shares and that the Stret would 


tender." 


toes that refresh your recollection! 


A Only to the extent that you have reac it, that is 


right, yes. 


Q So you don't question that those discussions 


were had? 


I missed the question. 


g You don't question that those discussions of 
which Z have just read were had? 
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A No, I do not. 

Q Now you all agreed, didn't you, that you should 
pick a number that you thought you could get at the price 
offered? 

A Yes. That was one of the considerations. 

Q And in fact you picked the right number, didn't 

you? 

A Yes. 

Q "Within one per cent? 

A Yes. 

e 

Q Now did you regard- the investments in Piper 
made in the open market and through the cash tender 
offer, up-through the cash tender offer, as good invest¬ 
ments for Chris-Craft? 

A Yes. 

V 

Q And did you believe at the time that you could, 
even after the cash tender offer, go backwards, that is, 
sell out, if it became advisable or necessary? 

THE WITNESS: What was the question? 

(Question read.) 

A This was afto:. the cash tender offer. 

- Q Yes. That is, immediately after the cash 
tender offer, did you believe that you were in a position 
to eiti.er move forward or cat out, sell out? 

McRN > PIC! COURT REPORTERS 
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Yes. 


Q Without loss to Chris-Craft? 

A well, that's a guesK, and I would say that I 
personally felt that way, yes. 

THE COURT: You personally — what? 

THE WITNESS: 1 would have felt that way. 

THE COURT: In other words, you thought that 

you had a complete market take-out in the offing? 

THE WITNESS: I felt that — something else is 
that l thought that the fact that the Grumman announcement 
came in the midst of that — I felt that that was sig¬ 
nificant. 

THE COURT: The Grumman announcement 

later, but when you went into this enterprise and first 
invested a little more than a quarter of a million dollars 
and later on increased your investment to about six million 
dollars within a week, you felt reasonably certain that 
you would have a full market take-out at cost? 

THE WITNESS: Or with relatively little risk. 

THE COU.II: Or possibly with some profit? 

THE WITNESS: Yes. 

sy MR. PENNOYER: 

Q Now between the end of the cash tender offer on 
March 18fch, did you buy on behalf of Chris-Craft any stock 
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on the open market. Piper stock? 


A Between the - February 4th - 
0 February 4th and March 18th. 

a 1 would have to check the record., but I be 1 lev., 
if the 18tli is after we met with Mr ps 

of Grtmtnan, 

I believe we started to buy after that. 

Q And not before? 

A I don't remember, or — 

° N °' SOin8 *«* *" * -in-t. to the oru»an 

•nnounce^nt, on the 2»th of January did you believe that 
that announcement had the effect of driving the price of 

dOWn ' 1 *' —t price of Piper ocwn, 

A *ou want my humble opinion about it? 

Q Yes. 

A I would .ay that to the a*tent that the 
sophisticated arbitrageurs or anybody who would have 
Played an arbitrage po.ition knew that with that deal 

supposedly Signed, that we had a way of getting out of 
the tender offer. 

so to the extent that normally In . tend,,:. offer 

you might have gotten arbitrageur, to work, you didn't 
^c,mse of the out clause. 

o But you may have mi, una « 3tood „ y que ,, ion 

I think you testified on direct that shortly after 
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the 29th or some time late in the cash tender offer period 
you went to Loeb Rhoades to talk about your concern that 
you might get the whole company dumped in your lap? 

A Yes. I went to talk about the financing in 
case that happened. 

Q And didn't that concern arise because of the 
market action of the Piper stock on or about the 29th of 
January? 

A I would almost have to answer that by saying 
At that particular time in the stock market most tender 
offers — you never knew where you were going to be, or 
at least everybody tendered the last minute. 

As a matter of fact, -hat is why we had Hr. 
Gordon down,'because they were lined up tendering the 
last minute. He didn't know what the count was going to 
be. 

THE COURT : bid the Grumman offer have any 
effect on the market, as far as you were aware? 

THE WITNESS: Did the Grumman offer — well, 
to the extent that we didn't have any arbitrage working 
for the tender offer, yes. 

the COURT: Wfrlat was the effect? 

THE WITNESS: Well, because the arbitrageurs 
wouldn't touch it. 

r 
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THE COURT: Wliat was the affect on J.* 1 ,- 4r ;; C2c 

price, if any? 


THE WITNESS: Well, then it would sell lower. 

I think it did sell lower. 

THE COURT: That is a question that you were 
asked before, whether you believed that the Qrunman offer 
had the effect of depressing the price. 

*4R. LIMAN: Objection, your Honor. I don't think 
that it was put quite that way. 

BY MR. PENNOYER: 

Q Now, Mr. Siegel — 

THE COURT: You don't have to adopt my question, 
Mr. Pennoyer, but that is what I understood you were 
asking. 

MR. PENNOYER: That is what I was trying to do, 
year Honor. 

THE COURT: Have I misunderstood your question? 

MR. PENNOYER: No, you didn't, sir. 

THE COURT: Then you nad better put it so mat the 
objection is solved. 


I will read to you sone questions and an:-wr.r3 
on page 263 of he testimony you gave by deposition on 
June 11, 1969: 

„ i 

C bo you agree that the machinations of the Pipers 
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was having an adverse effect on the stock? 15 61 A 

"A I think the machinations of the Pipers had an 
adverse effect on the stock, on the company. 

"Q You mean by that that the machinations of 
the Piper3 was causing the market price of the stock to 
go down? 

"A i think that was part of it. I didn't like 
what they were doing.” 

Now did you give those answers to those ques¬ 
tions, Hr. Siegel? 

* ^ it is in the record, I am sure I did. 

® you believed that they were true when you 

gave them? 

A Yes. 

Q And true today? 

A Well, there are some vague answers there. You 
know, I would almost have to read it v^Un front of me 
before I could answer that. 

Q Would you like to read it now, sir? 

A Yes, if you don't mind. 

Q I will show you the questions and answers 
whicn I read to you, and they start on — 

HR. LIHAN: Will you him where you want him 

to read? 
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A Yes, that was my testimony. 

Q All right. You don't quarrel with it now 
as being correct? 

A That the market price went down? 

Q Yes. 

A I guess that’s true. Yas, I think that's 

true. 

0 Because of the activities of the l .pars? 

THE COURT: The question you are being asked 
is: 

When you were asked those questions and you 
1 jave those answers, you *>aid that they were true when 
given, and the additional question is, now, do you stand 
by those answers today? 

THE WITNESS: Yes, I do. 

IR. PENNOYER: Thank you. I have no further 

questions. 

THE COURT: Any further questions? 

MR. RYAN: I have just a few. 

THE COURT. Go ahead. 

(Discussion off the record.) 
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CROSS EXAMINATION 
BY HR. RYAN: 

Q Mr. Siegel, you testified on your direct 
examination that you had heard that Mr. Cornfeld, I assume 
of Investors Overseas Services wanted to s*ll his Piper 
shares but that you did not speak to Mr. Cornfeld. 


A That is correct. 

Q When did you first learn that Mr. Cornfeld or 
one of his funds owned Piper shares? 

A Mr. Cornfeld told "e that in Mexico. 

Q When? 

A In February. 

Q February of what year? 

A I am so-ry. Wait a minute. Yes, that's about 

right. February of '69. 

Q And was this conversation with Mr. Cornfeld 
prior to your meeting with the SEC in Washington in April, 


1969? 


A Yes, it was. 

Q Did you ever offer to buy Mr. Cornfeld 'e or his 

fund's fiper shares in this February conversation with 

Mr. Cornfeld when you learned that he owned them? 

A No, we did not. 

Q When did you hear or learn that Mr. Cornfeld was 
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interested in selling his Piper shares? 

A Sometime in early May. 

(1 And how did you learn about it? 

A I believe Hr. McCreary was working with Mr. 
Cornfeld at that time, and he was with him from time to 
time, and he told me that Mr. Cornfeld wanted to sell their 
stock in Piper. 

Q Do you recall anything else about this converse— | 
tion with Mr. McCreary? 

A Do l recall anything — 

Q Anything further. 

A Mr. McCreary was in xuy office back and forth on 
houseboat programs during that period. 

Q No. I am specifically referring to conversations 
with Mr. McCreary in early Hay, 1969, I assume, in 
which he advised that Mr. Cornfeld nad told him that 
Hr. Cornfeld wishes to sell his Piper shares. 

Now do you recall anything further on that 
subject Or. McCreary related to you? 

A Yes. I told Mr. McCreary that wa were not 
allowed to buy any stock. 

0 Anything further? 

A Lacer on, when it war. brought up again one night. 
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I said ae a matter of fact, I had meetings with our 
lawyers about it and with Mr. Erpf and Mr. Gordon, and 
I just wanted to get something straight, that this was 
after Bangor Punta went into the situation and announced 
on the 3th. i think it was that weekend we had a 
meeting at my apartment. 

Q Was this a conversation with Mr. McCreary present? 

A No, but I believe that Mr. McCreary had called 
me or been in my office during that period. 

Q Now, I was directing your attention, Mr. Siegel, 
to the conversation you related you had with Mr. McCreary 
in early May, 1969, in which he advised you that Mr. 

Cornfeld was interested in selling his Piper shares. 

You testified that you recalled telling Mr. McCreary that 
you couldn't purchase his Piper shares. 

A That's correct. 

Q Do you recall anything else in that specific 
conversation concerning the subject of the Piper shares? 

A Not offhand, I don't. 
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Q Did you ever speak to Mr. McCrary again concerning 
the subject of Mr. Cornfeld's Piper shares? 

A Yes. 

Q When? 

A In that whole period of tine. I an talking 
about frost the beginning of May through — April, probably. 
During that whole period of tine through the 16th. 

Q May 16th? 

| 

A I believe that was the — yes, I think that was the 
I would have to recollect when it was announced on 
the tape. 

| 

Q It was announced a purchase by Bangor Punta of 
Mr. CornfeId that the Fund of Fund shares was announced on 
May 16? 

A In between that period of time I had been told 
that Mr. Cornfeld wanted me to call him and I said I told 
Mr. McCrary that I air not going to call Mr. Cornfeld and I an 
not going to buy any stock, I an not going to get myself 
in troubls with theSecurities and Exchange Conuission. Nothin* 
was v/orth that aggravation. 

Q That is quite clear in your mind? 

A Yes, it is. 

Q Do you recall, Mr. Siegel, that your deposition 
was taken on June 9, 1969, by Mr. Pennoyer in this action? 
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A Yes." 

Q Do you recall having your deposition taken Ly 
Mr. Pennoyer in this action? 

A Yes, I do. 

Q I direct Mr. Liman to Page 103, Line 8, to 104, 

Line 21. Dc you recall, Mr. Siegel, being asked these 
questions nd giving these answersi 

"0 To your knowledge in Chris-Craft spoken to anybody 
in Fund of Funds during this year regarding Piper stock?" 

"MB. LIMAN: You keep using the term Chris-Craft. 

Yor .sean any employee — 

"MR. PENNOYERi Any servants, employees, or agents, 
officers or managers or directors. 

"MR. LIMAN: That is a pretty broad term. 

"A I would consider McCrary as a meeting, Tex McCrary. 

"MR. LIMAN: He is a consultant to Chris-Craft. 

"Q 2r. what capacity is Tex McCrary associated with 
Chris-Craft? Does Mr. McCrary hold a position with Chris- 
Craiit? 

"A ITo. 

"Q He not an employee? 

“A No, receives a retainer from Chris-Craft. I 
think it started in January for his work in trying to put 
together someth-’ g on Aquatels and Aquavillas from Mexico, 


1 1HERN DISTRICT COUR T REPORTERS 
United States court House 

poley sou V , MV* mv. iCttP Telephone: qop.tlwc 7 €8) 



I! 


>;b-3 


1 

2 

3 

4 

5 

6 

7 

8 
9 


i 

i 


10 

11 

12 
.3 

14 

15 
16 

17 

18 


19 

20 


25 


'V' 


2 . 

2 »’ 


25 



, 15b8 A 497 

which is something we have been working on for si;» i 3 oven 


months or a year before that. 

"Q To your knowledge, has McCrary spoken to anybody 
in Fund of Funds regarding Piper or Piper stock? 

"A To wy knowledge, he has spoken to Cornfeld. but 
whether it was about Piper stock, I don't know. He talked to 
Cornfeld about- houseboats being used as part of Aqua tula, 
and as an expansion for the hotel industry. 

"Q Do y. understand you to say that you don't know 
whether McCrary talked about Piper? 

"Mil. LIMAN i How would he know, he was not present 

"A That is what I want to say. 

"Q Had you been informed by anybody that McCrary 
talked to Cornfeld about Piper or Piper stock? 

"A Yes. I believe that — we have since learned that 
bo d<d talk to Bernie about that. 

"Q What did you learn about that conversation? 

"A Nothing of any value, other than Cornfeld, or one 
of his funds, had a position in Piper stock." 

Do you recall being asked those questions and 
giving those answera? 

A Yes, I do. 

Q Were those true when you gave them? 

A To the best of my recollection at that time, yes. 
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Are they true today? 


Z have refreshed my recollection quite a bit. 
Would you read the last part? 

(Record read.) 

I direct your attention. Page 107, Line 21. 

THE COURT: In what way do yon say it is not true 


today? 


THE WITNESSt I think the answer to that, six*, 
as I understand it, was that I never heard that Nr. Cornfeld 
had talked to Mr. McCrary about Piper stock. 

THE COURT: On the very same page. Page 104, you 
were asked the question who told you about this conversation 
or who gave you this information. 

"A I believe Tex did. 

"Q Directly? 

■A Yes. 

When did you talk to Tex about this? 

"A During this period of time," and so forth. 

Does that mean that that was all made up testimony 

at that time? 

THE KiTNESS: I don't —— maybe X misunderstood 

it. I thought -- 

THE COURT: Did you lic.ve a conversation with 
Mr. McCriry directly in which he told you about Bernie Corafels 
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wanting to sell his stock? 

THE WITNESS: Yes. He had told as about Mr. 
Cornfeld wanting to sell his stock. 

THE COURT: Then in what respect is the testimony 
that you gave at your deposition untrue? You said you 
refreshed your recollection and now it is untrue for some 
reason. I an trying to get at what you are trying to tell 


THE WITNB3S: I misunderstood what Z read then. 

Z thought I said that Z hadn't spoken to Mr. McCrary. 

I didn't read the lent part of it. 

MR. LIMAN: Judge Pollock, I think that Mr. Ryan 
stopped in his reading of that testimony. 

THE COURT: I know that he stopped. 

MR. LIMAN: Short of where you were reading. 

THE COURT: Z know that be stopped. The point 
is that Mr. Ryan asked the witness a question very clearly, 
•Was the testimony correct when you gave it,* and the witness 
said he has refreshed his recollection, intimating that 
there is something wrong about it now. 

MR. LIMAN: Mr. Ryan read/ that part of the testi¬ 
mony that said that he did tot talk about Piper and then 
your Honor read on where in the very same session and on 
the next pages he talks about that right up through 107. 
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V 

' 

l(C ; CC-o 

.a ver 

/ * - V. • • 

V oosaihle. .4 .. . 




"0 

Did you ask Tex to e >y anything to Curnfeld ? 

• 

y 


•A 

No,, except that later on in the conversation 



1 - 

w*»cn x 

if' 11 'd 

r the impression that ’!r. Corn fa Id was upset 

• 


| i! 

1 * 

H i. 

hu.e\ 
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tor «. not 50tng to «.>i. o r ao»atMn<, el„ th. My ' 
X got the information. 

•x va. told by th. SBC that va eov a not talk to 
th. Fond, or purchaM any .took and n.ithar ooold Fl,»r and 
neither ooold any third party." 

DO yoo recall baing aakad tno.a question* and 
giving those answers? 

h 'X do, yes. 

Q Were those answers true when you gave them? 

A Yes. 

Q They are true today? 

A Yes, 

HR. RYAN* x haw no further questions. 


y l ' 1 C4$wt~ f m z&w ui * 

Uiireo ;>ta re •> t. \ »y ko - r* 

*«• W sttw .v a* . * 
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MR. ARNlNQs X really have no questions, X am 
afraid the record may be a little unsatisfactory In the 
decline of the price relating to Grumman. X would like to 
read a very brief portion of the deposition of Mr. Siegel, 
your Honor. He did look at some. I'm not sure how much 
or how much was adopted. 

Mil. LIMAN: Is this to be put to Mr. Siegel as 
questions or do you want to read in testimony? 

MR. ARMING: I want to read it in as an admission. 

THE COURT: Ask the witness whether he was asked 
those questions and did he give those answers, and then you 
get no flack. 

MR. ARMING: Very well. 

CROSS EXAMINATION 
BY MR. ARMING: 

0 I am referring zo the deposition of June 11, I belief 
it is, 1969, pege 262, line 18: 

*Q Do ycu agree with the foil wing statement*' — 
then there is an objection as to form by Mr. Liman. Then 
j the question continues: 

"0 17a wore concerned that the price of Piper was falling 

Ij or h ad fallen end the machinations of tha Pipers war- having 


i an artverro effect on the stock." 


Then Mr. Liman interjects. 




> • * 
* * 
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The answer then lei 

H A Obviously, we were. The lower the price, the 
wore successful their tender offer would have been.* 

That'8 the end of that reading. 

Then turning over to the next page, 264, question 
at line 12: 

"Q Did you have any other purpose in mind?" 

The purpose refers to a meeting that is being 

discussed. 

"A well, Z think we brought up at that meeting that 
it*s remotely possible that, we could be thrown a great 4*al 
more than 300,000 shares because the stock was going down. 

"And usually in a tender offer, the stock stays 
within a certain range of the tender, and when it doesn't, 
the indication is that it is going to be very successful." 

That's the end of that reading. 

Do you recall being asked those questions and givii 
those answers? 

A I don't recall that specific thing, but if it's on 
the record, I s m sure it's correct. 

Q If I were to ask you those same questions today, 
would you give the same answers? 

A might qualify it. I might qualify it. 

Q What are the qualifications, Mr. Siegel? 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

Fouey Square, N.Y., my. 10007 Telephone! OOrtland 7-4S80 
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TBS COURT* Be wants to know how you would qualify 


h You are asking me about if a — fact one, if a 

tender is out for $65 a share and the tender is sound, in 
other words, there's no out clause, then if a stock still 
sells at, let's say, 58, 59 or sonewheres in that range, 
say 60 even, my opinion is that that tender offer will be 
ove+ «ubs cr ibcu. 


MR. ARMING: May I have the answer read back. 


please, 


(Answer road.) 

A (Continuing) Unless it's for 100 per cent of the 
company. I should qualify that. 

IiP.. ARNING: No further questions, your Honor. 
REDIRECT EXAMINATION 
BY MR. LIMAN: 

Q If there*s an out clausa? 

A If there's an out clausa? 

0 *ou qualified it by adding if there' « ao cut clause. 

* ( 

A If there’s an out clausa, then obviously the 
arbitrageurs aren't going to touch it. You are counting on 
whether the euall stockholders ere going to actually go througi 

ft' ' *4 

the tender offer or not. '* ' 

'• • 

w Do you !:row of any way as you fit here today, a man 


« THfRN DISTRICT COURT R!* c ORTPRS 

•jNrro States cojrt Mouss : 
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of somo experience in the stock market, of telling how man/■ 

shares you would have gotten had there not been the Grosman 
announcement? . . .. ; 


MR. PENNOYERr Objection, ♦ ,r ; i.-r 

THE COURT* He may answer whether he knows of 
any way as a result of his experience. 

A No. , 

MR. LIMAN: Ho further questions. 

SfeMZKATZOH 
£Y LFI'ING: 

Q This isn't something you Just learned, the fact 

that there was an out clause in your tender offer, was there? 

A No. 

C Vou l:n*w that when yen were being examined before? 

A Tea, I probably did know it. I mean, I didn't ' 
UtX S ° : ’' 7 lnto ® n examination that I had to have every 
• statistic or fact or have refreshed my memory, you know, 
to that extent. 

Q And you also knew everything thet you know today 
at the tteo thet you felt sufficient fear that you were ' 

geing to cet a lot of stock, so you hastened to arrange for 
a ftrancing? 

<’ «*«. «y personal guess on whether we would git SI 

per cent night :*u* been different «h« Kx. Oordon'., but f 


SOUTHERN ^STRICT COURT REPORTERS 
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we bed to be prepared in case that happened. In other words, 
you Know, it is possible that I — if you would have said 
to m would you bet or would you be willing to back your 
reputation that you won't get 51 per cent, that you will 
get 51 per cent, I would have said I really don't have a 
feel for that, but there is that possibility. 

Q Something changed between the time you started your 
oash tendar cffer on the 23.-d and the tins that K„.. Gordon 
went .o see lo*b Rhoades and Burnham & Company on the 30th, 

I beli^vTi is the testimony. 

w'uac changed in that interim other than the announce 
meat cCthe Grumman transaction and the decline in the price 
of ?ipex? 

A The fact that the Grumman "nrx nncement allowed 
us a way out, that v/e were sitting with a way cue, a decision 
possibility of getting out of the deal. 

Q In other words, your answer is n> thing changed 
except the Ciurcoar, announcement? I ashed you what else 
change that prompted you to go to see your bankers on the 
30th^hon you didn't go to see them on the 23rd? 

a *»«, She possibility that we nay get Tore stock • 
tha*» \n thought. 

0 ftrd t",t ™ Of sufficient concern so that at least •, 
yoo. stop nr. ***», you said go ahsai and arrange' 

’.Ol • ri2i* C iTRJCT COURT R6 ; .PCP.T£i'S 
UW.V S7AT5S Cl J.JT HOWS 

*>* :f &»**. nr.. HY. K0Q7 VS^PHCrvE: C3frrv*5 ^4530 
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J tot the financing, we nay „ t , Iot ^ '• v/^ 

* YOS * * i»y not have .aid lt that way. it 'V ’'” 

Bi,lt haV# b ~ n *• Gor<!o '‘ «•» «»M to na. we aw M abl. to 
be thrown, the whole company. We better have oar financing 
in linn, 

0 Haven't yon yourself expressed the name concern . 
in the course of these depositions?, 

A *23. I : :ar.. that was a possibility, - 

3 toe you now telling no the. that was net a proper 

concern, you should net have been concerned? 

* Ho, X thick it was a vary proper concern. 

rIR . A ^ NIr:Gs No farter questions. 

THS COURT: Anything <slse? 

lJT> " RYAr7s l '° further questions. 

£4rj'2si/,TXGU £* 

th 3 cour.r: 

3 I -CUM Jibe to ingnire, hr. Siegel, „ to the 8ce , 
of your knowledge and infomaticn before yotr Chrit-Creft 
ooaraittod for about *6,000,001 on January S th la Me stock. 

What iacuiries had yo u wad. to the distribution of Pic 

P -- V! ’< vong the public? 

’ U- 1 fcmeVB that Hr. Vcchlis — : spot- t Q 

, 0 ’ « K ’ ! *-*• was - holiday i„ between. ' 

:• told hilt whet did he t hi ,' h eut it . He ^ 

Je^THcRW CMaTRfCf CCVJR7 

’•h«'n hd States court h vj-c 

*■'*' *tv. loom nwrae, con,i«, ;-sm 


f 



h. didn't have the number., i road bin the bro M V.cta' th.t 

«e had. t believe he can. back on the 6th and I told hi».' ' 

en the phone, when he eon., back, he should t aka'a‘good look 
•t the documents. '<*' \ • 


•t the documentSe '<*' \ • 

* a* -*■ • 

1 believe on thethitdor the first business day • 
*het X asked ten to gat whatever filing, there were. The" 

answer to that, whatever was public dooumentatlon was in 

oui* 

6 What information did you have as to where the 

large blocks of a took and what the distribution of the stock 

was before you committed for $6,000,000 worth of - 

A We had the orior vear — t . . 

’* AU * year - I think we had their proxy 

as well in the prior year. I nay be wrong. 

Q so that you knew, did you, where the large blccfcs 
Of Stock wore located? 

* **’ bUt <n tha • hort Sts^a-i « Poor,your Honor, 

' there is a column that says institutional holdings end the 
amount of atook. 

o Did you ascertain who those institutions were? 

A Not that early. 

0 Did you ascertain anythin, about the ownership . 

■ — * e ~oara or d.-.rectors? 

A VC3, *:h«t did. 

* j ’ 3C,Jrtaln anything about the ownership 

WSTRSCT COW Rijpop' £ }i r 

united States Court House 

PXfY taw«, (ty., N.y. MW T !U!PH0Nt: , ^, riMC 






9"P Siegel • . 1880 A Ywjfr* 

* • . ... I*, 

of the Piper family? • . ' . ; . • 1 *Vv 

*6 #»*'- * * • . 

» Voa. we ha<J that. * •. tijMiZ&Z 

* J • yfiz-'iirA* 

Q And did you. know where the sharesvere located V*- /’' 

in the street and what brokers probably’had access to the 

. . • ...... 

proxies? 

Proxies? 

■» ■ • 

Yos r ror the forthcoming meeting on February -the 


• • * 


. *.• 


• • I 


0 

. .• ' 


A 

Q 


A No, that we didn’t. 

» 

* * 

Q bid yoj nake no inquiry as to where the bulk of ” 
the shares race located that would probably be voting on 
February 4th? 

A No. I knew that there was a c *stion whether we 
would get the proxies on the stock that we were buying. 

I mean, we weren’t really that significantly interested in 
worrying about proxies curing the early part of Jarvary. 

C You xnaan that you committed for S<5/COO,OCO without 

being concerned as to what was going to hacoen on February 
4th? 

A v »n, sir. I didn’t moan .Itwdte that brcf.d a 
gwcraVty, but if vre hi A 100,000 shares'** tho stock, we 
wouldn't X • ent.’t’ed to a seat on the board. 

Q ' 'by r.otr 

* K-r7v.se cf nhis cumulative voting. 
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Siegel 


Q Wouldn't eight times one hundred thousand give 
you at least one seat on the board? 


A I don't believe so. X don't know how that exact 
formula works. You have to have one-eighth of the total 

• 

amount of stock. 12 per cent, to get one seat. * . ,* * 

i 

Q vuictl was one-eighth of the total amount of stock? 
A it was million six. it would be about 160, 
180-t»ome-odd thousand shares, my estimate. 


at the time 


Q Certainly by the time your compary bought the 
Technology shares from Technology Fund you had more than 
enough for representation on the board, didn’t you? 

A Yes, but we weren't — I'm under the impression 
that we con.Id not vote nore than the Technology Fund stock 
because the other proxies were gone. 

0 Had you made any analysis of the cash flow of Piper 
-:mj started this buying program? 

* Zc s, ^vst based on the numbers that —— 

C -hiat was the cash flow situation of Chris-Craft 

orior tc tue comrsneer-1 of this purchasing program* 

P> I thinx our pre-tax 


we probably had eight or 
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* Sisgel* ..’* V ? '• * 

nln« million dollars, . *! *'C V--.1582 A • 

THE WITNESS: 1 beliona ‘ *’ -" l *' •!“ 

* relieve it was eight or *ta,V*£*& 

nlllion dollars pre-tax. ’ • <■ • • ‘/I 

.0 Wat did yon estimate that go, owld incr^^ 
By ** you got control of Piper? . ♦ . • \ - i 

A What couid we increase ~ * ' ' 


I 0 Ms, cash flow, yes, on the iserger basis. ' . ’H'* ' 

| Ha. UN». He answered in teres of earning..'' 

le your honor ashing hie i„ tern, of cash flowy 

I THE COM: I an talking about cash flow. 

I 0 Wdvt you know anythin, of the cash flow of Piper, 

I A 0nly to extent thrt z P ~, . _ . 

p . , . , “ the earn, i^a and the 

-.vide.^ua «nd the appreciation. ; 

o Wat figure did that indicate to you, I 

A I believe that they earned „. 3 , „ d r 

• t-at they had spent core than their appreciation. trying 

recollect rhey .id out - x think the divided 

wco $1.40 a year. I 

o W.t did that indicate was the c.sh flow that co.-d 

U ““ P::,TO ef »»l«g after control, 

^ f »aybe I am mipundersA-»-.a««„„ 1 

». uituers^aiding your Honor- j 

o Tea, asking that yon are an exp-rt. 

coaii Ulow is one of >h a . I 

Che t,r '' ets °t « takeover; is that 

SOlhHkRIv OISTMCT UMW ITPORTESi I 

* fcD STAVES ('OUftT Hfi; k; I 

^t>LEv iouA^e N v NY inn tv r JSc 
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right? 

A Zt can be# but in a situation like this we would 
believe that the growth in a business was very sound. 

Q What did you know about the growth of the busi¬ 
ness after reading one report and an article in Fortune? 

A It was Forbes. >' V'' * 

• *»*. • , • 

,' „ * 

Q Forbes. . ' .'-v i ' 

* » . • » 

A I knew something about the light aircraft business 

i , * . • ' * * 

* * ’ . <f 

from years ago when I had my own planes. ’ 

- ♦ , • « V.* r - 

> * . 

Q You mean you knew how to run a plane? * ■* 

A I have sold them. I had planes. > * ;••.*"*’ • 

Q Isn't it a fair statement that your knowledge of 
aircraft manufacturing was very amateurish? 

A Of the manufacturing# yes. 

Q This was an aircraft manufacturer?" 

A That's right. 

Q Here you were going into a program yrhich started 
out witi a $6,000,000 commitment and in Very short order got 

to be a twelve or fifteen million dollar commitment? 

i 

A That 1 s correct. 

Q T wait to know what It was that motivated you to 
step in with that kind of money knowing th?.t there wa 3 an 
annual meeting com ing up on February the 4th. 

A Can I spend a great deal of your time answering 

SOUTHERN DISTRICT COURT RCPORTEUS 
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this? * • # 

► • 

' * I 

Q You can take all the time you want* X Bn trying I 

I fM' 

to understand your case. V ■ 



A Wa believed* A, the recreation and leisure tint 

• 0 

business if put together intelligently, that even though 


* * I 


each company independently may have a cycle and be cyclical 
by the very nature of it, that the cycle, strangely enough,, 
historically did not always run at the same time. In ether 
words, it was very possible to have ci big boat year and 
bad aircraft year or it was possible to ac very well in 
the sporting goods business and still do lousy in the boat 
business, if you trace that history, the philosophy was that 
if you put the leading brand naneo together intelligently 
and if you ccv.ld rcst&ff the managements to the extent that 
you accentuated che companies cn a marketing direction, 
you would have a very good chanca of having two things. 

One, that you would ha ye a very glamorous typ- 
of security. 


;?o. 2, that you would really and truly have hedged 
icr the ulntre, the way the ecci omy was going. 

Jly interest in Piper and what I knew about Piper 


wsg tbs "cllowing: A, there wore three public companies 

in the v :s;‘.ness, B^acfccraft, Cessna and Piper. 

.leach era ft was the higher-priced planes. Both 
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Beachcraft and Cessna did a great deal of government busi¬ 
ness , so they got out of the R & D work for themselves 
whioh helped them in their product lines* 

Cessna some time in the fifties brought in some 
outside management consulting firm and directed the marketing 
program to bring Cessna going both ways, right down to Piper'^ 
level and all the vray up to Beech's level, so that they were 
going both v/ays at the same time. Piper was unique in .. 

this sense, that in the small airplanes, single-engine ' ' 

«*' • , ’ * * • 

airplanes, all the way up to the low-priced twins, they 

ware the dominant factor in that market, that even though 

* , * * « •. 

there may have been bigger numbers in unit sales in specific 

years, they had, despite a relatively small organisation.- 

•\.; V " \ 

and despite the fact that it was a family-run company, /' ;«• 
they had a very strong potential because they could 
theoretically move up a lot easier than Beechraft, let's 
assume, could move down into their markets. 
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So that if we could take that company and staffs 
they w ware going in the right direction, frankly, when 
you reed W \the reports. They were a little late. They 
were getting there. 

They had come out with the Navajo^ the Twin 
Havajo, which was the top of their line. They were 
planning to bring out a pressurized version. 


craft. 


These were all again moving up against Baech- 


The Comanche had mac.e tremendous inroads in the 


small twin-aagine airplane business because it was low- 

priced, cind the combination of — of their present market 

position and fcho direction they were going in, plus the 

fact that they were now going to go into the commuter 

airplane business, which was — they were going into it 

with a low-priced piece of equipment, that seemed to me 

to indicate to me that that company's sales and earnings 

could very wall increase substantially. 

liy opinion — it's easier to build into the 

higher price bracket than it I 3 to try to come down. 

In the aircraft business generally — I don't 

know whether I should bore you with this, but, if you 
want to, r vill continue. 

G you telling me that you acquired all of 

XJ IVICIJN DISTRICT CGUST REf*0ST5RS 
U*rro States 0.ik?t ho'jss 
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opportunity led you to step into the Piper aircraft natter 
within a month of an annual meeting. 

A It was a series of events that happened, your 
Honor, that I testified to earlier. The strange thing 
was that unbeknownst to us, as v;e started to get blocks 
offered, we thought we were cleaning up because we looked 
at the history which I had studied of the trading in that 
stock. 

It was surprising tc see that much stock come in 
in such a short period of time. 

> 

It v;as act. just surprising, it was ' unbelievable• 

I always thought that the last, block we bought was the 
end of it, and the next day there would be two or rhree 
hundred shares traded. 

Q How die you explain it to yourself? 

7, I learned \ twhat we were buying was institutional 
holdings and I later learned through a woman brokerwho 

• t '* 

supposedly is the expert, Muriel sebert was very angry 
when w® made the tender offer. 

She said to ir-e, "Why didn't you come to me? 

Why didn’t you talk to me?" 

2 said, "If we weren't buying that stock, we 
would never have made the tender offer." 

Via really fait that vie would bay a block of 
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stock and we would do this over a period of time and 
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study more about it and take our time. 

X must say that this is my fault. X am the 
chief executive officer. I made the recommendations. 

Xn hindsight we would have been very much better 
off if we had gone on vacation after Christmas. It was 
a series of events, your Honor, that caused the tender 
offer. 

THE COURT: ilr. Liman. 


M * * 
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" 3 Siegel-redirect 

THE Court: Isn't the real reason you made 
the investment here that you thought you could go into 
a situation and before February 4th be out of it? 


THE WITNESS: No, sir. 

Q Mr. Siegel, you had Warner Bros., „s that cor¬ 
rect? 

A Yes, sir. 

Q And you ovmed MGM? 

A During — yes. 

Q And you owned Hariey-Davidson. 

| 

A Yea, we did. 

Q Ina.l of these cases had you given some considera¬ 
tion to the possibility of a merger or a combination of 
your company with those companies? 

I*R. PENWOYER: Obj ection. 

TEE COURT: Overruled. 

A Yea. we did. 

Q And c.id ycu buy, during this period, stocks 
outcidj of tlie .leisure--time field? 

A 

C h’e: ci you in the business of stock market 

sp&uulatiov.? 

A Absolutely not. 

oCH. TSi RN WSTRKTi* OJtRT KEPORYEF-S 
Unitiio States Court House 
fftUAW, MY., MY. 10307 rCLEMCMSi COfi TUtt- 7-458 
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’ . V 

% ■ • 

Q And when you bought — , * 

THE COURT: In the light of that last answer, 
is there any situation in the last several years that you , 
have stepped into tliat you have stayed with for any period 
of time and haven't sold out? 

THE WITNESS: Yes, sir, I would say that Chris* 
Craft is out*. . - 

THE COURT: Are there any others? 

** WITNESS: We don't do that man/. 


Q Wi. r; ^oi sayjou don’t do t!;^t, you either get 


into tha coroj-.^r.y or out? 
A Yes. 


> • 

•• i v. ♦ 


i.'\ - 


_ , , .. _ * . •’ * •*.• .. ••• * ,,*. . 

Q tun xn chn case of Fiper, when you bought your * 

* : . »>:v.‘ •• 

first. 5000 shares, did you knew hcv many shares* you would * 


/ 

*% ' i 




'• • 

V. '.'•<? y. * * 

• " <••• » , * 

■ »V, 

•; .;V ' v' *’ .i’* • 

• • V* *. * / ’•* *• ’• *« •>’, • 

• • * • * c . * •** > . * 

fif 


get at the next bid? ' . r ,C. 

ilPw fSKNOYER: Objection. 

THE COURT: Overruled. 

\ V, 

A Ho. : 

Q Wore you bidding above market a* this time? ► 

r V 

A No. What I would do is place a bid. I would 
ask fcfco fl.oor broker what is tho bid and U:e acked 

i-13 COURT : Woulan i* you ask him the size cf 

th.: 1 ox either aide of the bid? 

V'x~i WI'JNESS: Right. 1 


Sff.rTH-ffY U.STRICT MTJT. T F£®0F?Tp.-V3 
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THE COURT: Didn't you try to find out what 


was on the book? 

THE WITNESS: Right. 

THE COURT: And weren't you bidding in connect!©* 
with what you knew was on the book? Isn't that the way 
you go about buying important blocks of stock? 

WITNESS : Later, your Honor, but in the 
beginning th* only thing, and nostly in my experience they 
wcull n.r.t tell you the book ai.l the way up. 

® -her vrords, they won't say, "If you go up 
to 54 you will got 3000; 53 you will get 2000." 

TK.7 COURT: But to a sophisticated purchaser, 
the things that they did tell you are sufficiently coherent 
eo that you can feel the pul 39, the size of the market on ' 
the bocks, isn't that co? .* * . .* ••• 

■ • r <■ * • * 

THE WITNESS: Yes, ithere is a block offered 

a 

you 021 *Id tea it. Then you decide whether you want to * 

buy it. ‘ •* 

- 3B COURT: Certain:.y you knew at the tin.es 
* yi v ’" tr - buying it what would clean up the bock at par¬ 
ticular prices? 

Didn't you know that by ccnrouvnicaticn through 
your j.• to tho floor? 


WFHEfW DISTRICT COU*T REPORTERS 
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THE WITNESS: Only to the extent that the ► 
broker would tell me that they are showing so many 
■hares. . 

the coubtj well, you asked each time? 

THE WITNESS: Certainly. i don't know whether 
it was each time, your Honor, because what I would have 
done is — 

ILF, COURT: I assume that you weren't fitting 

on tie telephone all the time hut I am talking about in 

the cbjostivs contemplation that you weren't purchasing 
blindly. 


TLE WITNESS: That'a correct. 

ET MR. XiII-IAN: 

Q hit you know the uaraas of the institutions which 

were filing to you? * -. 

* * • 

A Nc. 4 -'fi-.v* 


r »• 


i •..V 


Q Die you know that there wore institutions V ready 

* 

to sell? ;• 


A r^ady to sell? 
0 Yes. 

A Tic. 


"2 


r ‘ Had you watched the trading in part before you * 
rrac o your otrcc-iuso, the first purchase? 

Yes. I might have lookec — i sure I looked 
DISTRICT COURT kcPORTfcf* ? 
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at the hook, the short hook, and saw the volumh for the •* 
prior month or two months, whatever it is. 

Q And how would you characterize that trading? 

A i believe It was like just guessing at this, 
but I would believe that it was something like 30,000 
shares a month or something like that a month. 

Q And in the light of your experience in the stock 
market,, would you say that with that volume this would 
be a stock that you would fit, to get in and cut of 
quickly? 

A No.. 


Honor. 


MR. LIMAN: I have no further questions, your 


MR. RXfJ: Just a few questions. 


rbcrgs i» examination 

BY MR. RYAN: 

Q M.c. Siegel, you know Roger Spencer? 
A Yes, I do. 


To is a member of tha firm of Mitchell hitching, : 


right 


. ...» ;i 


I)i‘ you request Mitchell Hutchins, in late 




Oecc.uV :r, to ascertain whether chare were any blocks 

of jpipar shn.;.v?j around? 

* » 

SOUTHERN DISTRICT 00URT F<EPORT-ckS 
United Statu i ^URThsoosE 
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I don't remember if it wee late '68 0 r early 


0 But do you recall ever taking Mitchell Hutchin. 
tP make such a search? 

A I don't, offhand, and 1 don't rememberaayio, to 

*"*, " G ° ° Ut and “ aroh 006 block* of Piper Aircraft." 

Q you have no recollection of that? 


Q you have no recollection of speaking to Mr. 

Ban^ of iiitclieli Hutchins? 

A Vea. i think — 

« MA you as;; Hr. Burns to ascertain whether there 
ware any lar^a blocks of stock around? 

A »ns vary possible, but I talked with Hr. 

Sirns, i Lellevo, for the first time on December 30th. 

« well, do you recall asking him on December 3*th? 

* *° “ 1 tlK) »9bt that would be clear, that V 

if them era any blocks; to she,, then to us. 


4 ' el 

* *• 
• r v 


Q ko.i, these purchases that you nad.% in eariy^’L-^. ^ 
January# 1953 j , * 

•' V. ‘ V 

; • * >••*> /. * 

On .rnrnary 3rd, you purchased 3S.100 shares of 
liror stock or the Hew fork Stock Exchange.. Was that in ." 

* *m*U transaction or was that a aeries of transactions? '• 

I V’OUld hava -a v.v._ 

a J pneax the a«mww ' im t -twa. I 

30UTHrfJN TiSTRfCT C3URT RcfTSTERS ?■; 

t>.iT[»3 States Cowt Hcyse . ■ ■ 

*»UY„KY. 10007 T3LEPKC.NCt 
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9 . 

Q Wasn't that a cross with the mutual fund? ’ t 
You know that, don't you, Mr* Siegel? 

A No, Z don't* You are asking me if X knew who 
the seller was. I don't — you say a cross from the 
mutual fund, means you know who is the principal on the 
other side. 

Q You bought it from fine person, didn't you? 

A i nought it through t brokerage firm, yes. I 
:;*• • v.Vjther that was 3£,000 in one block. I\ would 

ixave to ch-acj*. tho confimatiors. 

Q On ?onc:*ry 6th you purchased 22,000 shares of 
Piper stack cn the New York Si : ok Exchange. 

-hs that through one broker or was that a aeries 
of brokers? f 

A I dcn't know anlecs X look-. at the confirma¬ 
tion:-'. I can't testify to that. 

•• 

C You have no recollection as to how that stock 

* . • • • 

came in? . * 

• • 

• • • 

• / 

A - was dealing with cue brokerage firm. • 


G ? 4ii chain Hutchins? * ; 

* Xitf: t. 

* 

.so\ 1 don’t remember whether thr^y say t.iere was 
*• of at ,000 siuires you buy at X dollars, and I said, 

’A 
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^rich-direct *•. . •/ ?*>? v •*'•«*** . 

y-:*?- * -‘r.-v^v.SSS 

THE COURTt . Go ahead. 

° vou may answer the question. 'wiiyouT wad 'Sm* 
on? • v ... « , ** 




* *•* " e “ e * 14 “ ^^erring to matters spelled 

■** ln ““ Pr °” Pe0tU9 ' 14 furth « stated that Bangor Punt. ” 

* fUr4h « «"—• °«« to shareholders, securi¬ 
ties and/or cash with a value of $80 a share. 

THE corn,*: What was that language? with what? 

THE witness ! with a value of $80 a share. 
the COURT: With a value of - 
THE WITNESS: Yep. 

* <C °” tinUin ” " Pu ^ “ * protective provision, 
if when ECU get IS per cent the securities you gave us 

didn't at the time measure uo to $80 you gave them, you 

Jp . The proposed paokase to b0 offere<J t() 

shareholders is more attrarfiwa *.*, .. 

e attractive than the package the Piper 

family contracted for. it i, 

t is not a sweetheart deal. 

3 out. the opposite. At the time the Piper package 

was worth less than $80. even less now. it would not go 


over $80." 


x: ? cation — 


the 3econd pa ^ e °f Exhibit 41 for identi- 


Just let «• «« that, a minute. 

-There were you reading from? Juat put your £tnger 

^UiHEKN DJSTF.JCT COURT REPORTERS 
a,. ... ° >!JTED States Court h? .se 
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on At. 


* . • ** 


r . * . 


1598 ; 


• ^ M % 


THE WITNESS: Starting with the word "Further#* .• * 

* *•» 

which is misspelled there. « '• \ *‘- 


Q I refer you to page 2 of that exhibit for identi¬ 


fication. 


Yes. 


Q Are those also notes taken in your conversation 


with Mr, Doming? 


Yes; they are. 


7/ctt.M you r«»ad what they say, please? 


Mu. PENKOYSKs Objection. 


ih’E COURT • Overruled. 


Tney ore answers to questions, and I cannot re¬ 


construct the questions. The first answer is; "A 33 uming 


they are taking current market values. This has been no 


secret since Hay 29. Bangor registration w ade 29, and there 


is ro hidden deal. There never has been." 


Q Vo w, was it your regular practice to make notes 


cr c this kind, Mr. Ehrich? 


' •*:1 were these notes made in accordance wich your 


regular practice? 


R ,r e3. 


■*” n they no.de contemporaneously with your conver¬ 


se ritual DISTRICT CJURV iSSPORTEKS 
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V.-/ 

•- ’ .7 1599 A 

, • -*(M « • »• * 

. V'r; 


« • % • • • ...v 

And you were in what city? *. » L- 

• * * • ** ‘ * •*'. '* * * *• i 




4 I • ^ < 






A Pittsburgh. • . V• 

* • *; * v. * •* . *;• •• ') 

0 Mr. Deming was in — ».' •.* 

. • ? 

• • * * # • • • 

A New York. • • 

. • _ *.» 

Q And you initiated the telephone call? * ' \ " ; : 

, i • *. * 

A Yes. I called lim. 

Q And what was the purpose of your telephone call? 

MR. ACKEIX: Objection, your Honor. / ’ 

'b-’J COU.t*r Overruled. 

Q «hat "M3 it that caused you to call Mr. Deming? 

A I believe jt was to get comment on a statement 
mate by — I just don't know. it was to get a comment on 
e statement that ecme — I think Chria-Craft had made. 

0 Ycu say a statement that Chris-Craft had made? 

A - \r -raid have to check try notes before ana after 

to be sure cn it. 

Q .-y'll, did you have any conversations with represent*- 
tJ-ves of Chria-Craft before you called Mr. Deming? 

A Mo. 

MR. AC.aRML: Objection, yocr Honor, as beyond the 
rr-»-*e o>: the ;»oir dire. 

>hl : I going to allow a fairly broad 

f ' 7 ' 1 : - f i<: t-enches on cross-examination, so 
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• • v • 


THE WITNESS* Would you repeat the question?. v .** 

• **••*■ . 

Q Oid you have any conversations with any represents-* 
tives of Chris-Craft before you called Mr. Dewing? ' * ' ; 

A Noj I did not. 

0 

Q And I think you mentioned something said by Christ 
Craft that prompted your call to Mr. Piper in the first 
instance and thc;n Mr. Doming; is that correct? 

A X3S. 

j Q T.liaL woo it that prompted your call that was said 

• t 9 

by Chris-Craft? 

A I believe it was in the first part of that first 
document from the Dow Jones News Service. 

Q Plaintiff's Exhibit <0? 

A Ties. 

MR. ACKELL.: 40. 


aOO>H<-RN OIMK'O* 0:i'«T shPC^RTtRS 
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* .. .• 

MR. PENNOYER: May I approach the witness, your* 


Honor? 


THE COURTi Yes. ; • ’*/. ♦V$V;.V S . 

Q X show you in Exhibit 40 the followings : ,**NawV'* l\ 

• ^ ^ 

York D,J.,James j. Rochlis and C. Leonard Gordon, authors . * 

of the shareholder letter.* . v • W : • * 

. > . .• *’• • 
^ • • <•» *••#*,* 

is that the Chris-Craft statement you have reference 


. . .• * 


of the shareholder letter.* 


Yes. 


Q And that is a letter to the shareholders of Piper 
from Mr. G* rdan and r:r. Rochlis? 

A As it was reported there. i have never seen the 
letter. I was basing my questions on that. 

Q *ou s^y y OU had not seen the letter when you made 

the call to Mr. Piper? 

A I had seen a report of the letter — that report 

of the letter. 

Q Which report do you have reference to? 

A My recollection is that this appeared on the Dow 
Jc ‘ MW revs Service, this first part here. We were asked 
by our New York desk to get comment from Ptoer Aircraft 
f - ’ '-his, hh*. content. 

•r-d ^*13, as ou indicate, represents the first 
fcVTO of Exhibit *0, that io, of tie text of 


Ml- fi; ^ I'iSTMCT iJObri > rcFwRYEKS 
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Exhibit 40? 


> *• * **•••»,% t 4 V *' ' ,» • ,* » f • 

A Yes* • • i • ; \ ■ 

* ♦ . '/• ; * •' # *.*• Jl 

0 Specifically, Mr. Ehrich — ^/.v> 

# -»jv • •• • 

THE COURT* In other words. Mew York asked you to*v 

' ’ .. • 

find out about whether the Piper fajniiy'vere'goin* to get : v 

* #• •* . 

additional consideration for their own stock? Is that what ' 

. . • ‘• ;•• * ■ • r t ‘y . i : 

you war. ted to get comment on? * * “• 


• • • ** . .«• ; - .-•»*?•? . • 
» .**•••• 


THE WITNESS s Yes, whether there was •; 

*•» ** . ’ % * 

TI!E COURT: whether there was anything to that? 

TKE WITNESS: New York wanted to know, as I recall, 
whether there was such an agreement. 

THE COURT: why did they call Pittsburgh to find 
cvt instead of calling themselves? 

TIIE WITNESS: The Journal's practice is to have 

the brreau that covers a specific company handle all question* 
to that company. 


burgh? 


THE COURT: Was the crmpany located in Pitts¬ 


T...E WITNESS: It is located in Iioch Haven, Pennsyl¬ 
vania, which is within our district. 

SY MR. FLtP-:0?ER: 

C! Do you have any recollection now, without reference 
to your r.ot*i3, of your conversation with Mr. Deming? 

A fo’ 1 say without reference to my notes? 


50CTM&RN DISTRICT COURT REPORTERS 
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IIU 


Yea. 


A All I recall is what Is in those notes. ’.That is l 9 

'V 4 • 


. • .* • : Av\C v * 

my record of what took place. . • , • ' i* 

• . ' * * ' fi iji t . * *y •* 

Q Without referring to that, do you have anyracol-.*. 


lection at this moment? 


« ». 

•• • • 


*: .* * . .. / • ,l *v 

A No. That is a year and a half ago. . .■ 

Q So if I asked you to state what you said to Mr.';,' 


* r • r. ’ ' . 0 i 

Doming arc viiaL he sro.d to you, without reference to your - ; 

rotes, wc«id you answer? * •• ' • v . • 


«o, 


Tii£ :or.TRT; More importantly, did you put down every¬ 
thing you rnd Mr. Doming talked about or did you distill and 


extract the* tilings you particularly were interested in? 

0 

t'HE WITHESS: What i3 on that sheet of paper are 
£ jlx wc;'—“;?.’;t3 that I /as interested in. The words there 
represent his words. I did not take down every sentence he: 
said. 

r 'HS COURT: In other words, the conversation was 
more e:cp?nsive titan the material that you actually recorded? 
You just r:cc *l-d things you. were intent on at that moment? 
THE WITNESS: Yes, sir. 

~ Pvci vou didn't record in there your questions to 

•Mr, Dor -}y, M2 you? 


.1 ’-j Z never do. 


yX'-JCRN D ; STR3C CC'-RT Rc?0r?T£ n 3 
1 n 1750 States Cour t He us e 
N.T., JwY. TC0G7 TELEPKCWE: COfTLANO 7-458C 













"P Ehrich-direct 1604 A 5 « ' • 

• « 

Q The notes do not indicate the exact answers Mr# 
Demin? gava you, do they? ? 

* 

p * 

A Those are exaxt quotes# answering my questions# • < 

i • # • e 2 

Q In other words# they are exact quotes# you say#V . 

to the extent they appear on those notes? These do not* 

• • • • ' 

represent all the things said by Mr. Deraing, do they?‘ h 

* t y ' "‘ : #•« 

A No. Our conversation included more than what is -* 

• * * • • ^ . 

on tnare. - 

* • p 

* * ? 

Q There w&3 more to it than this? ' • ’ • ’ 

• • * .» * 

A ’lea. ' • • .! V 

Q And your questions were primarily directed to 
the sues tier, cf the family package? 

A -'€!S. 

Q Is that correct? 

A Yes. ‘ • 

Q That was the reason for your call?- 

h ms, and the suggestion that there was something 

v.ronr tnis in the letter by the two Chris-Craft direct¬ 

ors. 

Mm PE'JMOYER: Your Honor, in view of the witness's 
?rs*vers, .. will witharav/ my objection at this time. 

r. K PJ2CT EYj '' AT 1 ON CONTINUED 


TY MR. ACrSLL! 


C j • Enrich, was the statement that you prepared. 


S'J'JTr* *?V WCTRICT C3URT REPORTERS 
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that is. Exhibit 40, the result of your use of the notes. 


Exhibit 41? * 


+ * . 


Yes. 


• • . ■ 'V • • . ■ 

. . K r > *. v 

•p + ♦ . 


release? 


THE courts Did Mr. Ehrich prepare this row Jones '• 

f • • ' ► # ‘ a . • 

* % * .• »*.*, . . > >•> 

MR. ACKELL: Yes, your Honor. • * '*.» .*• ,••'*•**%?!***V V • 

f \ - 4 V 

TEE WITI'IESS: The portion starting with "In * ’ 

• 0 % ' * 9 

l, a Piper spokesman said" — **•* 


0 p . . . 4 ; 0 

Pittsburgh, a Piper spokesman said" — . ' ’ *• < •'/-•:•** 

.. .* » : 

the COURT! in other words, that represents your 
°" m band'™* and not somebody else's reaction to what you 


hid lea-rad? 


Are those your words? 


Th ~ rtHKiwSs I believe that is what I — yes, I filed 
thit tr. the Dow Jones News Service in New York. 

Q At the time you prepared the statement contained 
in Exhibit 40, did you have in your possession any agreement 

between Ba-.gor Punt a and the Piper family? 

A I hid seen none. 

f'R. LIMAN: what did he say? Read the answer, 

please. 

TEE CO"RT: As I read Exhibit 41, Mr. Ehrich, it 
u-e? i nn-r., >ge that goes beyond what you. say is your portion 

-•vh.ibr.t 40. is that correct, on the material that is 

included i i Exhibit 40? p tir * a-*.,™,- T , 

f * or axairpMe, I happened to notice 

t ' -> vr.r, noire dung about cash-in securities in Exhibit 41 


‘OUVHtRN DiSmiCT COURT KdPORTFRS 
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but there is no similar reference in Exhibit 40. So I 
gather the impression that you edited Exhibit 41 in preparing 
Exhibit 40, is that correct? 


THE WITNESS; Yes. 


. .. . ‘ - 
•* . • . ■ 


the COURT; And the editing was your construction 


Of the language that you recorded 


right? 


ad in Exhibit 41 ris that:^ ^' ' 

v * . /..V, '■■■*•*■ 


THE witness: Well, part of this is in direct quotes 

:'••• •• ...v 

THE COURT * Do this for my sake, please * Just' * •** 

* • ‘ 0 * * «■ >"* * 

underline with th/s pen what you say is a directquote otr^T 

• . ; v ;• / 

Ey’ ibit 40. t •< » 


(Document handed to the witness 


Exhibit 40. i ■< r*: K0 '*.»! 

'• w- s> 

• , * »••••», * 

TTIE WITNESS: Could I see my notes? •£ *\ ’• 

;;>;*• v. 

(Document handed to the witness.)’ . 

. ' ' * * . , . 

iJl. ACKELL: Please read back ^ie answer as to 

. • * * .. 

whe .her ha ha?. seen any agreement between Bangor Punta and * 

the Piper lamily. ‘ •’ ' 

(Record read.) 

11lo *~OURT: What you have said is a direct quote 
»c set torch on Exhibit 40 are the words "thoroughly spelled 
ou: in a preliminary prospectus," and that is all on Exhibit 
4 J which i- a direct quote, is that right? 

J? tfiTNESS: That is correct. 

«E wO’JRT; The balance of it is your edited 
” Tcio-r, ~ r ths conversation you had with Mr. Deming? 
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TEE WITNESS: That's correct. 

Q Do you know if your bureau was assigned to cover 
the Piper matter in January, 1969? 

A Yes, it was. 

Q I show you Exhibit 42 for identification and ask 

9 

you whether that exhibit represents a copy from your bureau 
which appeared on the broad tape on January 23, 1969? 

* x-rsc portion of this, yes, the part from Loch 

♦ j 

Haven, Pennsylvania. 

?tR. ACiCElL: I offer Exhibit 42 for identification 
in evidence. 

MR. PfiNNOYER: No objection. 

(Plaintiff's Exhibit 42 for identification 
received in evidence.) ’ . * 

0 Did you, Mr. Ehrich, prepare the copy from which 
that breed tape statement appeared? 

A !7o, I did net. 

Q Do joj know who in. your bureau aid? 

A Yes. 

0 What is his nine? 

A John Conti, C-o-n-t-i. 

Q before you cas.3 here today did you make a search 
r ' the cf your bureau for any statements made in con- 

*• action \ iV c K ?.t portion of the broad tape? 


H5TRICT I'iU?V fill CRTV-S 
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THE COURT: Pittsburgh is just 40 minutes from New 


York. I know it well. 


minutes. 


MR. ACXELL: No further questions. 

THE COURT: Sometimes, with the wind, it is 35 


Off the record. 

(Disrucnion off the record.) 


CROSS EX&KXKATXCjH 
3iT MR. liTS iCYEil: 


Q r-ir. Shrich, was it your praciice in writing release: 

„ich Dov? Jon?s to indicate carefully in each instance a 

* • # . . / ' * *'• 

ruot^tior by a nook?sman? • * • • V* •• V>V 

.. *• . • •• i 

» •/«?. :• • -: r ?*♦,< 

. • .• ; .•-v... ;.v # 

q T nd that was also your company*s practice, wasn't’* 


• - 'viv-- v. 

• *, . • . ,■>» ,.•* .4 


?. Yes. 


Q 7. show you Exhibit 40, Plaintiff's Exhibit 40, ar.i 
I ss sk you to look at the next to the last paragraph and that 

is one of the paragraphs you prepared? 


0 that paragraph starts out, "A Piper Aircraft 


•vi-r 2 d any implications of wrongdoing 


oina" — 


•c :r- ?M DISTRICT CVJ ,T f^ORTtuS 
ij v.'i to SYAYZS COUPA HOUSE 
;>n Ait?,N/r., n.y. 'car tclsphons* m*--* 
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Q —"in the May 8th agreement. He said that agree¬ 
ment thoroughly spelled out the preliminary prospectus 
provided protection for the Piper family if the market ' 
value of fee securities they are to receive is less than the 
securities to be offered to other Piper shareholders 
arid then it starts out with a new paragraph? 

A Yes. 

Q And that road3, "The general exchange offer is 
valued at $80 a shore." . , 

/ Kow ' ' i:ha - Tiew paragraph is not attributed to any 

* . 

1‘i.per spokesman, ie it? • ■ • •• .. 

A No, it is not. . ! ‘ ‘ - • * ,' 

* * . ■ . « 

• *•.•*/• ♦** 

■ MR " F£5flNOYE2; Your Honor, 1 have no other gues- 
^tioiib enoept chore ba^sd on the notes. 


THVL COHivTs *9 Will just pause for a minute."’^ ,;V 

(Pause.) \ ‘ i 

‘V *,* •• 

If* ’ . .'•* 

. . . . ; . J . «»,•••’ l 


Nl’ /ir rl^v Of STRICT COURT P.!sP0RTF.RS 
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Q Mr. Ehrich, as you talked to Mr. Deraing on 
the telephone, were you typing or writing? 

A I was typing. 

Q And what is your telephone like? How does it 
work? How did you hold it to your ear? 

A with an ear — ear rest, shoulder rest. 

CJ 1 

You hda it tucked into your ahoulder? 

A R ip'h t. 

Q A vl you were holding your ear down to it? 


And you were typing as you talked to Mr. Z'J- s 

ado - . •:*• Wv;-.,; '.*• 

• • • * t . /, / *• ; •..* •’s , 

* - *•»*.. , •* .* **.»•.*- • . ’ • . ■»** lM .*4 

• - . ' ■■ ■ : . .•>'*;: i*.--/. •:> 

«<*. I wrs. ; ; ;•* • ... ; . v- 

Q In o.;her words, he uould make a statement 

W0,,,A b " «*kl»9 Mn the next question a* you ’-Vr: 

• * * • • . .* . , . t. ’•/«, x 

typ-2d? 

• >*•*.•• 7 * • * •. * 

r • . ’ 

“ 33# 1 1 lagged behind him a little bit. .‘.j 

And ' cu <3iin ' t attempt to set down verbatim. • .. 

p ^ 2 - / hint v*r • bemlng said, did you? * • 

i" v . ACKEI.L: Objection. 

^ COl ' aT: Overruled. He has already said 
a *“* " Ifc ‘ 4 ^ ^ at vhac he did set down was verbatim 
aM t ?.{. tH,sre were other things said. 

.. 4 w 3 v 

,-Ki'J DicTRICT LOUR? RiaFCRTE^S 
LtiiTFo States Court House 
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Yes, when I write for the news service, Cor the 


paper. 


Looking at Exhibit 41, I believe you testified 


that in your practice in making notes you attribute to the 


person you are talking to the statements wherever you 


ore actually making quotations, isn't that correct? 


A Wts attribute both indirect quotes and direct 


quotha. Direct quotes are put in quotation marks to 


show that. 


Q Wbat do you mean by direct quotes and indirect 


quotes? 


A A direct quote would be his exact words. 


Q Words. 


: • • ; 
li 


And an indirect qdote would be "Somebody said. 


that* — sox ethiag? 




A Yes. 


0 And that wouldn't necessarily be an exact r 


vcrbcti::* text of what the person said? 


A That's rioht. 


Uc.w looking at Exhibit 41 in your notes, it 


'iurther' — and I will ignoro the mis- 


tr i ? li r ; thore •— "Further said b-p would make exchange 


•OdTKSRK DISTRIC1 COL^T REPORTER? 

United States Couar House 
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offer to shareholders securities and/or cash with value 
of $00 a share." 

Do you see that? 

A Yes. 

Q Wouldn't you call that an indirect quote? 

A No. The word missing is "it." 

"It further said that Bangor Punta would make" 

or "b-/ would make. 

It" refers back to this prospectus, 
nn. ACKi'XL: Would you read that answer back, 

please. 

(An 3 war read.) 

THE WITNESS: No. The "it" would refer to the 
agreement. i don't know if that is the same as the - 
prospectus. My memory — 

Q Are you saying that your notes refer to the May 

agreement? .* ( •- 

Did you have that before you when you spoke to 

**Ir. Doming? 

• * t'V •" • 

A No. I had no agreement before me. 

Q Did "lr. Jeming say the words "further said"? 

A Yea. 

PENN OYER: No further questions. 

SLE COURT: Did he uoe that language, "further 

501 T :-rs?N DISTRICT COURT REPORTERS 
United Stat es Court House 

r.^u £y so' ia:;c, na n.y. icoo? reuEPhcae.- gQrtland 7-4500 
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sai.e, “ or a::a you making the statement that he added 
additional statements? 

m3 W1TNSSS: Wo * «© said, "it further said." 
'iHi. COURT: "it further said"? 

ThJ WITNESS: Yes. Ay notes have "further 

said." i ieft out the "it." 

>£Uh C0URT; 1 8ee * "It" referring to the 

agrtervi.it? 

TVK WITNESS: Yos. 

™ ,J C0 ” I!l1 1 think I would like to have you 

take Inhibit: 40 and Exhibit 41 and look at them together 
to see whether 40 tracka with 41, and, if no t, to what 


extent 


QLv « thc>3e two exhibits to the v-itness. *.'• . 

HP. FEHKOYER: I am giving the witness a copy 

Of Exhibit 41. -, ’ . •••' :\* f 

« • • * • » 9 

' £ilh C0URT: 1 think the way we. want to do this 

i?? tC : ^ V ' 3 a *’ w;,icl; i3 Xonx report of conversation, and > 
tSfc ® ir ' ™- Unce ,j y sentence, to see whether the particular 
&cntcr.co carried over into the Jow Jones Lroad tape 

release, arc., if so, in what form, and, if not, let us 
fc’icw thni; to be so, starting with the top line. 

- *' rt out with "We do have an agreement with 
er r ; o «ion :»ur stock to Bangor." 

SOJTKSPn DISTRICT' GT.VST K£aORT<MS 

s.N5TlsD STmTC.' ‘■'CCSE 

X~ i"l’AH K Y., MY,. 10007 ;oK>j : OOr.YLAKD 7w«f0 
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That wa3 a direct quote, wasn't it? 
THE WITNESS: Yea. 


THE COURT: What is the language in Exhibit 40 
that compares with that, if any? 

THE WITNESS: There is none. 

THE COURT: There io none? 

•THE WITNESS: No. 

THE COURT: The next line says: 

W W<; est. A package of securities." 

I? that, the end of a thought? 

THE WITNESS: It is the end of a sentence, yes. 

THE COURT: Is that carried over into the broad 


tape? 


THB WITNESS: No, it is not. 

I.'J-.'i And the throe letters, * >.■ "est." 

l)° 7. correctly read that as "estimate," or is- 


that so.;?.* other word? 


*"■' WITNESS: It is my abbreviation for 


‘eafcimte" or "establish." 


j .UrA.” 


T.N..3 COURT: Which do you think it is here? 

TEE WITNESS: My guess is that it is "estab- 


THE COURT; Establish. 


But that was not 


ozrriod into the broad tape? 


SCJTHfcRN DISTRICT COURT h’HPORTERS 
UwiT£D States Coo*t House 

"OLffT N.Y., MY. 10007 TELEPHONE: OOftTLAND 7-4580 
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THE COURT: The next line is* 

"this strictly a contract between Bangor-Punta 

and the family." 

% 

Is that in the broad tape? 

• v ■ .t ■ ,, i • i *;* 

TH>: WITNESS: There is reference to an agreement 
between Bangor Panta and the family. 

Vila COiRTs In other words, that was characterize 
rn fcbo j.rcad taps how? By what language? 

TIP 5 ! WITNESS: A Wall, all I say is that there 
ir reference in the last paragraph of Exhibit 40 to an 

agraemart between — an arrangement between the Piper family 
and Banger Pn.it*?.. This specific quotation is not referred 

toih t e — 

THE COUNT: That is not referred to? 

THE WITNESS: That's right. 

THE COURT: When I say "not referred to," that 
is aot „-£€:d in the broad tape, is that right? 

THE WITNESS: That's correct. 

'IK*- COURT: Now the next sentence is; 

■'ur)tilTihola exchange; offer becomes approved, 

■vt: . Is of any -.greements we have wouldn't be made 
"r\\\ ‘.able." 


SOUTHERN O.oTRiCl COURT RcPORTSHS 
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THE WITNESS; That's not in the — 

THE COURT; That was omitted entirely? 

the WITNESS; In the broad tape, yes. 

THE COURT; Now that concludes what you and 

1*. *i P er were talking .bout to far a S your quoted notes 
are concerned? 

^TTKESS: That’s right. 

*° C<R * t ‘ ** *** «— was other converse 

t-cn but you did: -t nake note of it at the tiao? 

7 -‘ !r: WITNESS; That's correct. 

CC m: Kov we t&ke <•* ^ conversation with 
'.’ ’ ' h ° ru ' Jerred ho as a Hew York City attorney 

£ ' Ir ,nd raSero to a telephone conversation 

with J*. boninj on July 16, 1969, i 3 that correct? 

^ ‘ ,v A *^SS; That' ;j correct. 

the COURT; NOW the first sentence there is; 

' .--hat is one of the ^revisions of the ng-.-aament 
on Aay d." 

2f th3 ' ; •' onConc£ , «»t quoted ratter, in the 

uroad tape roloaue? 

WB wi2 ^08. No, it is not. 

THE COURT: The next sentence is: 

- .Oxc.ughly spelled out in the prospectus ." 

&HJTHERN 01 STRICT COURT REPORTERS 
•JNJTEDSTA7£SGOU5?TI»OU32 

■' C ’ '**** iiY - * Y * IfeLEUMft COPLAND 7-45*) 
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That, you told me before, is the only portion 
of your telephone interview which is ^directly quoted in 
the broad tape except for the word "all," am I correct? 
THE WITNESS: Yes. 

THE COURT: Now the next sentence is: 

"i think all Piper snar©holdera are aware of 

ii." 

bone, tnat appear in any form in the broad tape? 
the KITKESSi No. My copy has the sentence, 

"Ho struoaed that all terms of the Piper family 
**'«***iii wore nade public in the" — and I have a 

error in ray copy here, in the last 

' ’.«•> (indication). 

THE CCV cT: In Other words, your original of the 

farc-d tn.ry in set »vUt different from the Xerox copy of 

™±Li : v>;5 ?h .Va been supplied hero? 

i>\, W}/. } 3fcU: The last line, yea. The typo- 

rr.tpfc. in.\i - - 

Ti.T. >jy> 1.’; Yes. /d; all events, you think 
that t o sertencu ir your Exhibit 41, your, material, 

,f i thin nil Piper shareholders are aware of 
J V is repr: .anted by the language ir. the broad 

t:vQ ’ "' U LTrr3 °~ family agreement were 

f •* 

-e.’ :hd t>ien there is a word misspelled on your 


CXtfi SfcTO.rrci.3 
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copy of the broad tape, but it intenda to mean "public," 
is that right? 

TKE WITNESS: It should mean "public." That 
sentence should have read — 

iHk. CCU.'IT* Is the. word "previously" 
something that wag added in the broad tape that did not 

appeal.- in the quoted matter? 

THE WITNESS: There is no quoted matter in 

that sentence. 

~ |,F ‘ COui<i ‘ i in cthar words,the broad tape 
statement that this was made public is comparable to 

you nearcl oa fch ® telephone, hut the word "previously" 
vren the editor cf the broad tape? 

aHC .S• No. It Wcu; supplied by me, 

3wii«T? Supplied by you? 

. . *. f .T T E'’5: That p^ntenoe represents . the 

t-o teas rtatwmts by Mr. Demtr, that it w» fl £U tfcorou s hly 

ai ” iU8 ' : °' ,fc i ' 1 «>» p-oepeetse a* that ripar shareholders 

* crvfeiro OE * 

" r ' ,lut the word "previously" was a 

su;.>-l.v .• '•r? r 

T J a m:,rfcJ -V drying :o track the two — 
xii WMi.OS: it didn't appear on siy copy. . 

It up;eat£- on yourc. ; . 


DlSTRfCI COURT REPORTERS 
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TH'i COURT: Yes. Joes that mean as you sent 

the material in from Pittsburgh to New York for publics- * 

tion on the broad tape you didn’t use the word "pre- . 

viouoly ," but New York supplied it? 

THE WITNESS: No. Let me explain something, 

please j 

Tn:.e Eiaterial goes to New York on a teletype 
machine ,?.nd ;> sent back out in thin form 

Til, COURT: aid you teletype the word "pre- 
vieusly" which appears on ny Xerox copy of Exhibit 40? 

T.-r WITNESS: Yes. 


THF. COURT: it. doesn't appear cn your copy of 


Exhibit 40? 


THE WITNESS* That's a typographical error 
with the machines that, we have in your office. This is 
the Dot Jones News Service machine. 

THE COURT: Yes. 

THE WITNESS: material went to New York on 

a teletype machine*-- 

THE COURT: All right. 

T!?Tr ESS: -- and was sent back out by the 


''',7 i TV;ro 


RT: NOW the next sentence that you have 


*• i - *.1 


r.JThEfov DISTKIC! COURT NCPORI SRS 
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10 million dollars is something that re- ~ 

presents their arithmetic.-. ' 

• , < • *< < " 1 . 

* 4 '• » *. 4 . • . 

Is that correctly quoted? *\‘ 

THE WITNESS: Yes. 4 *V : - ‘"C • j 

THE COURT: Is there anything there that i# 

comparable to that in the Dow Jones broad tape? • 

the WITNESS: Let me read the top — i did not 
use that quote. What it refers to is — 

THE COURT: That is all we are talking about: 

whether you ured the quote. 

This isn't in the broad tape. 

Wov the next sentenoe is: 

"may 8 agreement said piper family would 
receive certain securities." 

j.s that the end of that thought? 

THE WITNESS: Yes. 


tape? 


SaB C0DRI: *« that reflected in the broad 

!? 

IEE WITNESS , NO. Not that sentenoe. 

TflE COURT: The next sentenoe is: 

H r:c b-p gets more than the agreement provide 
piper family agreed to sell to b-p for specified 
b-p eacuritias." 

" S that, thought reflected in the broad tape? 


SOUTHERN DISTRICT COURT PgPORTCRS 
Uniteo States Count House 
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t.v *« 
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* f * 

THE WITNESS! Z can't make much settee out of \ 
this sentence. 

No# it is not,. 

r 

the court: ttiat you are saying is that if it ia. 

* * • • ’ * 

a direct quote# it is garbled# in any event# is that V 

right? . *. V'." 

• .• •* •. •* 

THE WITNESS: Well# it has been abbreviated to 

the affect of garbling. 


THE COURT: Now the next sentence you say 

shc.’lfl tr.va had rnterposed the pronoun "it"? 

The sentence reads: 

"further 3aid b-p would make exchange offer to 
shareholders securities and/or cash with value of 


I 

v ; 30 a share." 


What is comparable to that statement in the 
broad tape? 

THE WITNESS: That is where I — from which I 

constructed the sentence# 


"The general exchange offer is valued at $80 

a share." 


11E COURT: In other words# Mr. Deming said 

to you that Bangor Punta would make an offer, and that 
thought abort the future is not in the sentence that you 

constructed, an3 Mr. Denting said that the offer would be 


iCJTHtkN DiSTRiO COURT REPORTERS 
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securities and/or cash, and you have omitted that in the 
sentence you constructed, and Mr.Deraing said: 

"With value of $80 a share," and you have 
restructured that a3 "valued at $80 a 3 hare"? 

THE WITNESS: Yes. 

i 

MR. PEI2NOYER: Your Honor, may I respectfully 

object to Una question? I think the agreement is 
what says it, according to the witness. 

THE COURT: What do you object to? 

MR. PS1TECYER: I don't think he is quoting 

-■he. During as having said — 

THE COURT: I 3 no. 

(7:o the 'witness) What do you say, Mr. Ehrich, 
is referred to in the materiel: 

"further said b-p weald make exchange offer 
to shareholders"? 

13 that referring to soma document? 

•CHE WIOSSS: That is referring — 


J'e ring? 


THE COURT: Or i.3 that referring to Mr. 


THE WITNESS: It :‘.s Mr. Doming 's statement of 


vhr.t tho May Ctli agroexont contains — specifies. 

.’UM f'A'RT: So t'ycfr my questions will be 


ru..’!\' ri.'i.i ’ ■ i r . 

Vr'lVchSTAT ' ’ - • s' v 
.' \.Y. )C0h‘ 
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revised to take account of what has just been said. 

HR. PENNOYER: Thank you. 

THE COURT: Now the next sentences f * 

"purely as protective provision, if when you 
get 51 pc". 

Is that the end of that thought? 

THE WITNESS: No. That goes on. 

TH3 COURT: That goe3 on to says . , 

"The Securities and Exchange Commission" — 

THE VJITNESS: No. "The Securities." 


Ehrich- 


THE COURT: 


'The- Securities you gava us 


didn't at that time measure up to $80 you gave them, 
you'll make it up." 

A::® you saying to me that is the language that 

Hr. Doming used? 

TH3 WITMESS: Yes — 


t? on? 


THE COURT: Or is that a liberal i.ntarpreta- 


TliE WITNESS: He probably said: 

"If when you gat 51 per cant the securities 

you gave us at the time didn't measure up to the 

$30 you gave them, you'll maka it up." 

Ti-E COURT: Whom was he raferring to by "you'll 


nake it up?? 


W !N D! STRICT CURT RSPORTEfiS 
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THE WITNESS* As I reconstruct this, on the basis 
of what I have in front of me, he says* 

"Purely as a protective measure, if when Bangor 
Punta gets 51 per cent the securities Bangor Punta 
gave the Piper family didn't at the time measure up 
to $80 a share Bangor Punta gave the stockholders, 
Bangor Punta will make it up." 

THE COURT: NOw where in the bread tape is 

there something that relates to that? 

THE WITNESS: The reference to providing pro¬ 
tection for the Piper family in the event — let's see — 
THE COURT: What is the language that you say 

is your editorialized version of what we have just quoted 
from Exhibit 41? 

THE WITHERS: The reference to "provided 
protection for the Piper family if the market value of 
the securities they are to receive is less than the 
value of the securities offered to other Piper share¬ 
holders ." 


THE COURT: The next sentence in your quoted 


material is: 


"the proposed package to be f ere d to share¬ 

holder a is more attractive than the package the 
Pipe:: family contracted for." 


SOCThERN DISTRICT COURT REPORTERS 
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Where is that thought expressed in words or 

substance or in any related matter in the broad tape? 

THE WITNESS: There is no reference * it* 

THE COURT: The next sentence is, „ quoted by 
you: . 

» 

"it's not a sweetheart deal.” 

*• * * • * i 

Is that stated in words or substance in your 

• • ■* 

editorialized release? 

• *. * 

the WITNESS: Yes* in the top of the section 

• * 

where it says: 

"A Piper Aircraft spokesman denied any implies* 
tion or v:rongdoing." 

THE COURT: The next is: 

"it’s quite the opposite." 

Would you carry forward that thought or is 
that in the same language that you have just called my 
attention to? 

THE WITNESS: That's expressed in that sentence 

I just read, 

"Detiod any implication of wrongdoing." 

THE COURT: So he said to you, "It is not a 

s'reecheart deal. it is quote the opposite," and from 
that you constructed the statement, "A Piper Aircraft 

spokesman denied any implication of wrongdoing in the 

SOUTHERN 0’ .fC7 COURT REPORTERS 
Unit' , vTates Court Hvose 

roiev 'MJARfc N.V., N.Y. 1000? TELEPHONE: CORTLAND7^4580 
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«*y nth agreement"? u that rlghfc7 

THB WITNESS: That aent.nce, iny la 

plication et cetera, reflect. tho.a two .antancaa 

«* wr. DW contention that it h.0 . U ^ 
public previously. 

THE COURi t Nov the final thought which you 

quote; 


that tine, the Piper package was wox^th 
less than $£0 even less now." 

v* ere is that thought expressed in the releas 

to ths public? 

•c-h witness : i n the sentence "the specific 
DatWe ° n th9 *»Uy and Bangor Punta 

eluded and is worth even less now 

Aess aow * • • " the Pip« r 

spokesman said. 

ME court: And th. final state.,ent in y0 ur 
quoted m^tfcar is: 

•Vsuldn't go over $80." 

Mat is the finai statement on that paga. 

' " 3 ” at re flected In your public releaae? 

the WITNESS; Nowhere directly. 

T7IS COURT: ul.. , 

What does that refer to? Do you 
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THE WITNESS: I believe he said something to 

the effect that* 

"at any event. It wouldn't go over $80." 

THE COURT: What wouldn't go over $807 

• TaE WI ™ ESS * The Piper - the package to vbe 
offered to the Piper family. 

1 

THE COURT: Now, on the second page of. Exhibit 
41 you costing vith the quotes, is that right? . 

THE WITNESS: Yes. 

TUi. COURT: And the next thought is that you 

quote* 

"assume they're taking current market values, 
-hi^ has be<;n no secret since may 29." ' 

IMrst of all, did Mr. Doming say, "assume. ’* 
they're taking current market values"? 

THE WITNESS: Yes. 

TEi COURT: "this hat been to secret since 

may 2i. v 

THE WITNESS: Yes. 

c*i CO'.RT: Co you recall now what that referred 

AR ® ~ a context that \t* 3 mentioned? 

r i. v s witness: 

.jaefisinu. 


No f sir. I would only be 


"» r-.t 
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IHE COURT, Is that thought reflected anywhere 
in the broad tape? 

THE WITNESS : NO - well, except that he said 
there hae been — the secret here nay refer to - nay be 
reflected in the sentences 

"he stressed that all terns of the Piper fanily 
agreement were made public previously." 

I dou' i*. !;now if that is the — 


■* 

w w m 


CC '' :T: Well, does that refer to — all 


The ne;.t quoted matter is; 


"Bangov “registration of May 29.*' 


tape? 


?!hJt deet that mean? 

T»:e JfIVHE 3 :m 1 believe 1 asked him what : 

happaned May 29th, something to that effect. 

• 

Ho said it wi 3 the Bangor registration of that 

date. 

THE COURT: is that reflects in the broad 

tape? 

WITNESS: Ncj,t is not. 
the COURT: Th*» final thought: 

-'.•.•re n no hiclctn deal. There never has 

I 

%► »# *• 

1 ”. rh ' yfc r,?fl ected anywhere in tie broad tape? 
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THE WITNESS: Yes, in the sentence: 

"He stressed that alX terms of the Piper 
family agreement v/ere made public previously." 
THE COURT: All right. 


MR. PENNOYER: Just one further question, your 


Honor. 


BY MR. PENNOYER: 

Q M:r. Ehrich, I show you a letter, which is 
finding 108ft. It is contained in 108/3. 

I ask chei whether that letter .appears to be the 
leturr r ...'ich prompt -d the call from your New York office 
to y°? in caa Ci.'st instance about the Piper matter? 

Yis. F.irti of tnat letter appear to be 
quoted <Ji.ro3hlv in zha initial portion of that. V.‘ 


* * * 


■vii 
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MR. KUSHNER: Your Honor, may I state I would 

hope there can be some reasonable agreement prior to cross* 
examination as to what is relevant to the commission's 
action? Otherwise I have no alternative but to cross* 
examine Mr. Flick about every single subject be is asked 


about. 


THE COURT: Well, 1 am not terrorized by 


that prospect. 

MR. RYAN : I have great difficulty in 

determining what is relevant to the commission's action. 
The witness is her>5 for your examination. 

THE COURT: Let's proceed in regular order. 


J O H J E. F L I c *C , called as a witness 

by Banger Punta Corporation, being first duly " 
sworn, testified as follows: . 

DIRECT EXAMINATION * ' ‘ ' 

• • •. . 

BY MR. RIAN: ' " 

Q Could you tell U3 your education, Mr. Flick? 

A Yes. I attended college at Northwestern 

University and about one semester at the University of 
Pennsylvania. I attended and graduated from Northwestern 
University Law Schol in 1948. 

0 Are yo-.\ a member of the bar cf any state? 

20? -T»!'•»'•! DISTRICT C3URT ACr 0RT6RS 
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A I am a mraber of the bar cf the state of 
Illinois.. 3 of (California, and the federal covert for 
the Central D.Utricfc of California.. 

j 

0 r - r . u?.d yon please tell us your employment 

background siirce you graduated i'rcm law school? 

t 

A 7.l. 194? r wa3 employed as counsel for rut insurance 

i 

company in Hlccmiurtcn, Illinois. About a year liter I * 
became a member cf the faculty of what is now Caliiorraia 
Western University Law School, in San Diego, California, 
from which I v as called to active duty in J950, ac the 
time of the Korean V7ar, stayed in the military service 
for approximately ,i2 years, in the.- Judge Afvocate | 

General's Corn 3. 

1 ( 

CL)at particular experience broken clown 

wculd be essentially this: During the first three 

years I perfected, z.v most junior officers die, mostly 
criminal typo <ork. trying and defending cases and the 
second three-/aar period I was e. n<etnLer of the law ‘ 

faculty at the "Jni.ed States Military Academy at (’ert 
Point, ..nc, curing • he final six y?arc f. was soeciali: ing 
in go-/e<m sn»; conLtacts and in litigation on behalf <ri£ 

tns jov - 1 r ’.snt, which then brought r.:e -,o 13 52., when 1 
reaigne i n.y raj:Jr; r ..•'mission to accept a oositior with 

Litton industries s counsel, was with Litton Industries 

sc-. r h cistsict ocur r-=p-o»tep5 
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for a little more chan four years. I first started out 
with than: involved in government contracts but soon became 

i 

involved in mergers, and situations and securities work during 
the time when thay were growing from approximately 300 

j 

million to a million seven in gross revenues. i 


In 1367 I became vice president, general 
counsel and secretary of Bangor Punta Corporation, regained 
with them until about the first of the year of 197(., v/hen 
I returned to California with a small company known us 
Cosmodyne, ir which my role there was really to start to 
turn more toward a msnagircnt role. 

Shortly after I arrived in California I was 
approached by the Times Mirror Company to inquire if I 
would be interested in becoming their general counsel, 
and Times Mirror of! course is a very prestigious company 
and after some consideration I accepted thc.t position 
and hold that position at the present time. 

Q Are you an officer cf the Timer, Mirror? 

A Yes. I am vice president, general counsel 
and secretary of Times Mirror. 

C 1 direct your attention ,o May *3, IS 6 9, Do 

you recall, thet day? 

r Y* 1 ?, sir, I do. 

C? D* • you recall being at the offices cf Chadbourne 
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Parke? 

A Yes, sir. 

Q Dc you recall what you were doing in those 
offices on May 8? 

A Yes. On the morning of May 8 a good many of 
us gathered at the Chadbourne offices, including Mr. 

Wallace, myself, Mr. Martin, other people from Bart/or. 

Punta — 

Q Who is Mr. Wallace? 

A He is and was president of the company, 

Bangor Puuta. 

Q Who is Mr. Martin? 

A t€' was on my legal staff at that time. He was 
any securities: specialist. 

Q Who else was at this meeting? 
tvea* 

A Kr. isrri-of the First Boston Company, I believe 

M r. Arning was thare from First Boston — from Sullivan 
& Cromwell, representing First Boston — certainly 
Messrs. Deming and Leather, from the Chadbourne film were 
there, and s couple of members of the Piper family, as I 
recall, Willitjm Piper and Howard Piper, I believe. I am 
sure there were others. I am sure I have, not nameu them 
all. 

Q Could you tell us to the best of your recollec- 
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tion what occurred on that date? 

A Well, on that particular morning, the morning 
started off with joraa continued negotiations as among Mr. 
Wallace, speaking to the management of Bangor Punta, 
and the Pipers and Mr. Luri of First Boston. Ultimately 
an agreement was reached under which Bangor Punta was to 
purchase the shares of certain members of the Piper 
family, and also, of course, included in this agreement 
was a further provision that Bangor Punta would make an 



offering for the remaining Piper shares. 

Q Did anything occur after this agreement was 
readied between the parties? 

A In contemplation that an agreement would be 
reached that morning, a proposed press release had been 
drafted, which as I recall had been drafted by the Bangor 
Punta public relations vice president. Jack Milne. This 
was reviewed by all partids, that is the Chadboirae firm, 
representing the Pipers, Mr. Martin and myself, representing 
Bangor Punta, and lix. Aroing, as I recall, examinee, this 
on behalf of First Boston. 

Ultimately the words were arrived at and at 
this point I then instructed, as I recall, Mr. Martin 
to get in touch with the New York Stock Exchange and advise 
them that such an announcement would be forthconn-nc, , 3 c 
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;hc; - iff they wished to take any action insofar as the 
trading of the stocks of the companies were concerned, they 


could dc so. 


Mr. Martin did this and as it turned out they 
did suspend the tr; dinr in the two stocks — 

Q Who suspended the trading? 

A New York Stock Exchnge. Ihen ultimately, 

as I recall, either Mr. Martin ?r my®eif read tie entire 
press release to the representative of the \ T ew York Stock 
Exchange before it went out over the tape and to the other 
news service.3. 

Q In the course of preparing the press release, 
were there revisions xade or discussion between counsel 
concerning the language in the press release? 

A Oh, ye;;, certainly. 

Q Could you tell us, to the best of your 

recollection, the cubstanca of those discussions. 

MR. KUSEN2R: Your Honor, I 3cn't want to 

interrupt the witness — 

Tfi3 CC.1RT: It ic ycur duty tc incorrupt vith 

any proper objectim. 

MR. KUPKl-iR: I dcr.'t believe this in relevant 

to tie comuinsi.cn's case. I don't know how your Honor 
wants to proceed c.i to my objections an to relevance. 
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THE COVET: I tlii:dc it is your duty to make 

such objections as you feci called upon to make in the 
sincere protection of your client. 

Ml’. XUEHMER: I object as to relevance. 

THE COURT: Overruled. 

MR. KUSIINER: May I have a continuing 

objection about this May 8 release, your Honor? 

THE COURT: iSo. I insist on having called 

to my attention what is irrelevant at the time 30 that 
I have the last opportunity of determining the matter. 

MR. KUSH1JER: Yes, sir. 

MR. RY7i:: Could you read the answer up to 

the point where the v/itness stopped? 

(Record read.) 

A Well, in essence, what was discussed was 
that it was a common feeling among all of us, that is, 
the counsel present, that this was a material matter 
which under the New York Stock Exchange rules and under 

the Texas Gulf Sulphur decisions; that we had an obligation 

<> 

to disclose to the public so that there would be no 
opportunity fer any accusations or any inside trading 
that could occur. 

01 cca.-se at this ti'jro wo were mightily 
Concerned because tii awful lot of people at this point 
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knevf at; ut it. We had a whole roomful of peoole 
right chore, plus some others, and so it was that type of 
discussion th<t went on in this regard, Mr. Ryan. 

G Other than the New York Stock Exchange, 
did you call «Jiy other agencies concerning the issuance 
of the press release? 

A We did not. 

TEE COhRT : Would *ou just define, so that we 
don't make ar.y mistake about it, what the words "in this 
regard" connote? 

- Please read back the last part of the answer. 

I thick I understand v/hat you were saying but I want 
to be sure it is erepressed on the record. 

(Answer read.) 

I 

THE COURT? Please define whet the words 
"in this regard" moan. 

Tl:E Wl'.USilS: Your Honor, what I v;as referring 

to there wa.3 the fact, that we felt that since there was 
uuci wide knowledge cf this — 

THE COURT: Of what? j 

THE Wr.mr.S: Of the existence of the tran 3 - 

J 

action. 

j 

THE CC’t’tT * What transaction? I want Lt spelled 
out richt hero. 
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THE WITNESS: Fine. Between Bangor Punta 

and the members of the Piper family. 

Q Concerning the purchase by Bangor Punta of 
the Piper family shares? 

k Yes, sir. 

Q Referring to the so-called May 8 agreement? 

A May 9 agreement,yes, sir. 

Q Wat the press release issued to the news 
services? 


A Yes, sir, it was. 

Q Mr . Flick, did there come a time subsecuent 
tc the May 8 meeting at which you had any discussions with 
any of your fellow executives or anyone else concerning 
the purchase of piper shares? 

A Yes, sir, there was. 

Q Do you recall when you had your first conver¬ 
sation with anyone concerning the purchase of Piper 
shares? 


A My best: recollection is that upon cur return, 
that is, Hr. Salgo and ray return from an executive 
meeting in Phssnix, Arizona, which would have been ever 
the weekend of about the 9th to the Ilth of May, 1969, 
that Mr. Salgo possibly either on the following Monday, 
which would have boon the 12th, or the 13th of May — I 
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can't be precise — called to my attention that he had 
had a call, I celieve it was, from an individual by the 
name of Freedman who presumably was representing Mr. 
Comfeld of the Fund of Funds — 


MR. LI?*AN: Objection, Is he recounting 


when he says "presumably”? 

THE COURT: Go ahe&a, 

Q Would you tell us to the best of your recollec¬ 
tion the substance of your conversation? 

MI:. KU IINER: I object on the grounds of 

relevance, sc far i.s the commission's case goes. 

THE COURT: Overruled. Go ahead. 

I will take it subject to a motion to strike 
out later on. I can't tell now just what the commission's 


case may trench upon. 


MR. KUSHKER: 


I understand that,your 


Honor. 


Ar. best: I recall the substance of what was 


said, was that: a call had been received frcn this fellow 
Freedman that, he represented Mr. Cornfeld and the Fund of 
Funds and hac asked Mr. Salgo if Bangor Purta was interested 
in purchasing shares of Piper stock. 

0 Do you recall approximately when you had 
this conversation with Mr. Salgo? 
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A As I say, Mr. Ryan, either the 13th or the 
13th of May, to the best of my recollection. 

MR. RYANi Your Honor, in the proposed 
agreed findings, 91,91 a, 91B and 91C, that relates to this 
subsequent activity of this witness concerning the Fund of 
Funds shares and I don't intend to offer any further 
testimony on this point. 

THE COURT : Are you offering those in evidence? 

MR. RYAN: I can do that now, but I think that 

what we are going to do at some p^int of time is to read 
into the record each one of the proposed findings that 
we have agreed upon between the parties. 

MR. LIMAN: That is our plan by Monday, 

your Honor. 

MR. KUSHNER: Your Honor, the reference to 

agreed upon doesn't include the commission. We have not 
at all been asked to nor have we agreed to these particular 
proposed findings. 

THE COURT: Mr. Kushner, in your absence the 

ground rules were these: I said I wanted one complete 

trial record vdthout incorporation by reference to 

findings that had been discussed bythe lawyers in advance 
of the trial, and in advance of the trial the lawyers had 

signified to each other that they anticipated that on the 
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trial tney would s.ate that certain matters wera agreed- 
upon matters. So I said that until and unless the 

matters previously agreed upon v»are cctually offered 
in the trial re cor: they would net be considered part 
of the trial record,and that was so that v;e wouldn't 
have a lot of pieces of paper with incorporation by 
reference and driv : everybody mad trying tc find out what 
the trial record re:illy consisted of. 

MR. KUSHNER: Yes, sir. 

TEE CO-JRT: So that if you have any matters 

that have been agreed upon with any of the lawyers in 
respect of your problems in the SEC case, hear that in 
mind for trie purposes of the trial record. 

Fc» 7, if matters that are agreet upon by 
all the lii'/yais other than the ccrmission should arise 
and that are rertiuont to any part of your case, unless 
and until you signify tliat they are agree* upon by the 
coimrirsion also, they will not be considered proved so 
far ns the cot .uission is concerned. 

MT . KU‘:HI ER: Fine, your hor.<.r. 


answer? 


E. RY U: VJhat was the last qie.;fcioa ind 


‘ir.E CO ttr: You said 31 was cri.ig to be 
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MR. RYiJ*: 


Fine-. 
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Q Did there come a time when you learned that Chris- 
Craft Industries he.d been instructed by the SEC not to 
purchase Piper shares? 

A Yes, I ultimately learned of that. 

j 

Q Do you recall when you learned that and the circum-l 

stances of your learning that? ! 

) 

i 

A My test recollection of that would have been at 
the late-night meeting at the SEC, attended by nyaelf and 

< 

Mr. Wallace, in Mr. Sportin's office with various members i 
of the SEC staff. 

Q Do you recall the date? I believe it wa:; May 


A It was a Friday night. 

Q May 23, .1969. I don c t think there it: any doubt 


about it. 


MR. LIMAI : Well, there is no dispute that Friday 


night was tie 23rd. 

Q Could you tell us, please, what you ware told con¬ 
cerning the subject? 

A At that time.- as best I recall, the cuastion came 

up wcu brought up by Mr. Sporkin concerning tie purchase 

of Piper s hares by Bangor Punta, and at ti at time In*. 

Sporkin and his gr< up and Mr. Wallace and myself h:c a 

very sharp disagreement a3 to the application of Zlulo 10(b) (6 
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to such purchases, and it was during that tins, as I recall, 
that Mr. Sporlsin mentioned that he had told the Chris-Craft 
people some time before that they were not permitted to make 
such purchases. 

Q Had you ever heard of such an instruction prior 
to that time? 

A Ho, sir, I had not. 

Q Prior to your discussions with the SEC, had you 
ever discussed this subject with anye-na at Bangor Punta? 

A Yes, sir, I had. 

Q Can you tell us whom you discussed it with and 
what were the circumstances of such discussions? 

A Yes — 

MR. KUSHiHER: I object on the ground of relevance. 

THE COURT: Overruled. 

A I would ray that at about the time — once again, 
I have difficulty placing an exact date — at aocut the 
time that the offer of the Fund of Funds Piper shares was 
called to my attention by Mr. Balgo — I think at rbout that 
time Mr. Martin, my f;ecuritier specialist on the ?ta::f, 
probably o'tiled my .ttention to the preposed Rule 1C (i>) (13) 
that the S.2C had put cut subject to future approval . In 
that particular iuI as I recall — proposed rule — they 

had languuge to the effect that an exchange offer - - that 
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in exchange offers it had always been their internal position, 
or words to that effect, that the purchase of shares of the 
target company after an announcement of an offer was made 
was not proper under 10(b)(6). 

At that time Mr. Martin and I had never understood 
10(b)(6) to mean that at all. As a matter of fact, Mr. 

Ryan, at or about that time you or Mr. Hogeland of the 

i 

Webster, Sheffield firm were in our office on another matter j 
and we had you look at it ar.d as I recall wo all came to the 
same conclusion, that that had never been a proper use of 
10(b)(6). However, we felt that under the circumstances 

i 

wo should take a conservative position and therefore what 
we instructed management, in effect, was, or in substance, 
that in view of that language that we should not involve 

♦ 

ourselves in the soliciation of any shares, in other words, 
that we thought it proper to buy shares of stock but only 
if they were unsolicited and not over an exchange. 

Q Did you give that advice to any of the executives 
at Bangor Punta? 

A yes. I ;:m sure that Kr. Martir. and 1 both told 
Mr. fallace and Mr, Salgo, the chairman of the board. 

Q Did you ever learn that Bangor Punta purchased some 
Piper shares from American Securities Corporation? 

A Yas,sir, I did. 
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Q Did yen participate in those discussions? 

A Ho, sir, .1 did not, 

S Did you t.vor learn that Bangor funta purchased 
r " 8ecur i fc i an - roa R ay Securities Corporation? 

A Yes, sir. 

3 Did you participate in those discussions at all? 

A Ho, I die. not, 

Q I'lr. Flick, i direct your attention to the period 

19f ' 9 3X16 ask -' ou i5r y° u recall having any discussions or 
c, */ing any consideration during that period concerning the 
po;sible disposition by Banger Funta of its stock ^aW^lnteree t 
i *. riie Bangor and kreostock Railroad? 

A In J 969? 

3 Yes, sir, 

A \es, i. recell back in the, oh, I would guess it was 
the spring ev early s ring of 1S69, that Mr. s&lgo — 

Q Tko was f r. Saiga? 

A Chairman sf lie boexr cf directors of Bangor Punta — 

u .'.t U.-CGJ With trgriour. poraour t-ithin the company, as, ! 


. l. i.ai :.a*i;g ever since : had been with the 

C , iny, 5 pr,r.,.:bir solution to the c-.ngor and Aroostook 

^ -tvn, e~ fr. vl ether it :n*<de sair ' to r-v.-a it part oi a 
-• 70 'v: organic, ion, or what to do wi::r it. And so, i n any 

an c r-.s.:.f iis r«icing the Jrsar 


curtc, nt7.T kEpcstst.; 
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Timc.ihy Reemes, whc was cur tax counsel, then started to 
look into a proposal v?hich Mr. Salgo had had in his mind 
of possibly prying or distributing to Bangor Punta 
Corporation shareholders shares of stock ii the Bangor and 
Arooctook Railroad, establishing a market for such stock and 
then possibly moving in one of several ways with this company — 
with the railroad — excuse me. 

Q Prior to these discussions in the spring of 1969, 
did you ever participate or heer of any discussions prior to 
that date concerning possible disposition cf the Bareor and 
Aroostook Railroad? 

A Yes. As I say, I era sure it was shortly after 
I came to che company in 1967 teat the question cf what to 
do about the railroad had been a subject of general dis¬ 
cussion. '('her. later cn we had discussions with the 0 & H 
Fcilroad. or holding company, at which time there van a 
feasibility that viv. would have acquired that company and 
perhaps combined it with the Bnngor and Aroostook Railroad, 
that was cno possibility. 

I?:. Saig.» r<d had discussions with people of the 
Poster. r.aiie,«nd t. e Paine Central, I understand, to see 


ibcut .i po: : si..' .2 consolidation or com.* j nation. 


Mt* , at I mentioned previovsly, he had this notion 
of the »»«sibility o: distributing some of tie stock a 3 a 
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dividend. All of thase things were discussed at one time 
or another over a long period of time. 

Q And these discussions concerning the Delaware & 
Hudson and the Maine Central and the rjston and Maine, 
do you know whether those discussions were kept within the 
confines of Bangor Punta or were they publicly disclosed? 

A As I recall, at one time there was quite a long 
article about it in the Wall Street Journal. I don't 
remember the date.- 

THE COURT: About what? 

THE WITNESS: About a possible combination of — 

THE COURT: D 6 H? 

THE WITNESS: Well, that one was publicized, too, 
yoi t Honor, but also the possible combination of Bangor and 
Aroostook with Boston and Maine or Maine Central. 

Q I show you Defendant's Exhibit V for identification 
Could ycu tell us if you can identify that document, please? 

A Yes, I believe I can. 

0 "/That is Defendant's Exhibit V? 

A This is r memorandum dated March 30, 1969, 

address to me from Timothy P. Reames, our tax counsel, 

aud this concerned generally the plaintiff which Mr. Salgo 
h>d raised about tha possibility of distributing part of 

the stock of the Bangor and Aroostook Railroad to the share¬ 
holders of Bangor Punta Corporation. 
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2 

| 

Q Do you note any writing in your handwriting on that 


3 

document? 


4 

A Yea. There appears to be a note here in my hand 


5 

which says "Copy: Mr. Salgo." 


6 

Q Do you know what you meant by "Copy: Mr. Salgo"? 


7 

A This was Mr. Salgo's subject and, therefore, he 


8 

was the likely perron to read it. 


9 

MR. RYANr I offer Defendant's Exhibit V for 


10 

identification in evidence. 


11 

MR. KUSHNER : Your Honor, I am not sure whether 


« 

the offer extends to some handwritten words on the first 


13 

page or not. 


14 

MR. RYAN: i will exclude the handwritten words to 


15- 

the left of the page, your Honor, but the language saying 


W 

"Copy: Mr. Salgo," Mr. Flick testified to that. 


17 

THE COURT : Any objection? 


18 

: ■ 1®. KUSHNBR: No objection. 


19 

MR. LIMAN: No objection from me, your Honor. 


[ 20 

1 

(Defendant's Exhibit V for identification 


21 

' received .In evidence.) 


22 

i 

j 

Q Subsequent to your conversations with Mr. Rsames, 


23 

what next occurred, to the best of your recollection. 


24 

; 

concerning the Bangor and Aroostook Railroad? 


25 

! A I think probably two or three days later, on 


b 
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April 1| 1969, we had a meeting of the board of directors 
of Bangor Punta Corporation, which I attended, and one of 
the subjects that was raised at that particular meeting 
by Mr. Salgo was a general review of the status of the 
company and some of the matters which the management of the 
company had been considering, specifically, that the manage¬ 
ment had discussed among itself — when I talk about manage¬ 
ment here, I am talking, for the most part, about Messrs. 
Salgo,who was chairman, Wallace, who was president and chief 
executive officer and, as a matter of fact, he became chief 
executive officer at that meeting, and Gordon Robertson, 
who at that meeting became the co-chairman of the board of 
directors. So he reviewed some of the matters that the 
management had been considering to impro v e rhc status of 
the company, some of which were the possibility of selling 
off portions of son* of the more profitable organisations, 
such as Smith 6 Wesson, as I recall, the boating group, 
that type of company which at that time were quite successful 
but the management had dismissed that idea, thinking that 
they did not wish to sell off parts of what was good. 

So therefore lie wanted to just share his thoughts 
ps to wh&t type of plan should be made for such things as 
process engineering companies, the textile companies, the 

railroad. So then growing from that discussion he 
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St.* I 

appointed a committee, at I recoil fir. Hutchins, a Mr. -ft ii? r 
a fir. Stone, to look into the subject of the whole railroad 
and to consider what we should do with the railroad, should 
we keep the railroad, should we spin-off part of it in a 

d 'i 

di v ided, or what. 

That is ray recollection, Mr. Ryan. 
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Q And subsequent to tlii3 meeting of the board of 
directors on April l3t, what next occurred, to the best 
of your recollection, concerning the Bangor & Aroostook 
Railroad ? 

A I v/oulc say that my next independent recollection 
was the next boaid of directors meeting, which was on the 
21st of May, 196< , at which time Mr. Hutchins, on behalf 
of tue conraitx.ee we have just spoken about, made a report 
tc the board, in which he reviewed various possibilities 
an to what snould be done: 

No. 1, keeping it. 

No. 2, the possible joining of ihe Bangor fc 
Aroostook with some other railroad system. 

No. 3, the possible sala of the railroad. 

And I believe at that time -- I would have to 
refresh my recollection from the minutes, but that at that 
lime he mentioned the possibility of Mr. Dumaine's 
interest in this thine — in this railroad — excuse 
mo — me. Mr. Sal go, during this meeting, was very 
much opposed to the sale of the railroad and was propon¬ 
ing various counter-measures. 

I ’roulc say that tc me this was the first 
indication v a ware going to have an urpluas&nt 

siuuahio.-. wi- tin tbo company, at this meeting. 
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Mil. KUSiNER: Your Honor, I object to the 

witness' characterization. 

THE COURT: All right. 

This wan an indication to you that there was 
sjaie dissension in che board. Now is that what you 

mean? 

THE WITNESS: Yes, your Honor. 

THE COURT: All right. The characterization is 
stricken out. The answer will stay. 

A (Continuing) So at about — I would say that 
probably at about this point in the discussion I wa 3 
called out of the meeting. 

As I recall, John Martin had received a call 
from the Securities and Exchange Commission and came and 
told me, one. I le:!t t».e meeting, and Mr. Wallace recorded 
tbs minutes for the remainder of the meeting, and I guess 
that will have to speak for itself. 

MK. LIM.dJ: Could v/e have a five-minute 

recess? 

(Esc :3S3, 

TlVAiJ 

ML. Eli! ITT: May I continue, your Honor? 

iitfCOUR.'-. Yes. 

F>Y iiR. -aadheir- 

Q Mi*. Flick, -Then we left off, yoi had testified 

: ri«NDir*,< > -.curt i:. portef i 

Ji :rrgr.. 'r•.>. curt He. ra 
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that you l<*£t the meeting, the board of directors meeting, 
on May 21st: 

After leaving the meeting, did you discuss with 
anyone at -ir.ngor funto what occurred after you left the 
meeting concerning the Bangor and Aroostook Railroad? 

A Yes. Of necessity, since the minutes for the 
board meetings were prepared in ray office, Mr. Wallace 
gave me hiG notes on what had occurred, and the minutes 
of course were assemblod, so then, of course, I learned 
of it and I am sure — my be3t recollection is that I 
must have talked with him about it at that time. 

Q Mr. Flick, do you recall what next occurred 
concerning the Bangor and Aroostook Railroad? 

A Well, frankly, for some period of time I don't 
recall that anything much occurred. We were all pretty 
much engaged with other matters at that time. 

As 1 indicated to you, the dissension on the 
board had arisen. It was apparent to me — 

MR. KUEHNER: I object. I don't believe 

the witness' opinion is relevant. I am interested 

in what was said. 

TH* COUIT: Yob. 

0 VToudd you please limit yourself to what conver¬ 
sation h you may have had with any of your fellow executives 
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ccncerrlag th a 3angcr-Aroostook Railroad £ub 3 oquent to the 
May 21st meeting? 

A Well, t can't place any dates on conversations, 
but certainly I had conversations with Mr. Salgo, and 
the gist ox the substance of those conversations were 
that he was just unalterably opposed to any transaction 

with bumaine. 

Q i show you Plaintiff's Exhibit 2. Have you 
aver seen that document before, or a copy of that docu¬ 


ment? 


A I am sire that at —- yes, I have seen it, 

certainly, 

Q And did you ever have any conversations with 
anyone concerning Plaintiff's Exhibit 2? 

A No, I don't believe I ever did. I thirk that 
I received this as information. 

Q Now what next occurred concerning the Eangor 
and Arc< 0 ‘’.txjo.; Railroad, to the best of your recollec¬ 
tion? 

T!v? ix- : t rt.collection I have is early in 
Auuvii. of IJ69 I was receiving some pressure from 
beta sVC.au cn th. s, and this is what I mean: 

I was receiving pressure from Hr. Ilitchins t &> 
get on vn.th the accounting ani tax analysis that the 
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i>;£.rd lud 2 -fced .c bo made, and at the same time, as 
I indicated earlier, I had had conversations with Mr. 
Salgo in which he was absolutely opposed to it. 

Eaing .n this situation — 

Q Well, prior to August — 
it 'i e3. 

C* — do ycu recall,Mr. Flick, that on July 18, 
l£C‘i, .3 Pc ngor Punta prospectus for its exchange offer 
became effective 

ii<, you recall having any conversations with 
ai.yone prior to July 18, 1969, concerning making some 
statement in the prospectus concerning the affairs of the 
Bangor u Arc os to ok Rhilroad? 

ilA. Lilian: Objection, leading. 

•::iE CCJR2: Overruled. 


'.'-'V WTT 


WITNESS: May I answer? 


Tec or no. 


A Yes. I remember it. 

Q ’73uld tell us, to the best cf your reccllec** 
tion, Kl-.en, v/heis and with whom such dis suasion took 


p.lace^ 


*ciiic answer and general answer. 

vie ;.r. ewer: The representatives of 


vrs«.. Bushpn ii '( t. .:ir law fi:cn — and here the represents** 
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tivea of i?ir3t Boston whom 1 principally knew was Hr. 



Reilly # and the principal member of Sullivan A Cromwell 
representing them, Mr. .Arning, at or about this 
were nuking a cneck, which v/e all thought was very normal, 
of the mliiucai .x)oks and other records of the company, 
in accordance with what would have been a typical ». 

.f 

due-diligence type of search. 

At thau time — 

THE COURT: Pre- or post-August? 

MR. AKttTNS: Pre-August. 

MR. KUSHH2R: Your Honor, could we hfcVe the 

time fixed? 

You said at or about that time. 

G Could you fix the time of your discussions with 
Mr. Arning and Mr. Reilly? 

A Once again, I have to rely on my recollection. 
The best I can fi .21 it it was prior to the effectiveness 
of the registration statement. 

Q Well, would it be June or July? 

A Gh, no. ~ertainly it would have been in July 
of 1969. 

Q Hov would you please tell us, Mr. Flick, the 
substance of your conversations with Mr. Reilly and Mr. 

Arning, and woulc. yen please identify anybody else who 
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w£8 present at such conversations? 


A Persona present: Mr. Reilly, Mr. Arning, Mr. 
Wallace, myself. X feel certain there were others in 
the room, hut th'ist are the only ones that I can positively 
identify. 

0 Ail right. 

* v -*w ca t ycu tell us what the substance of the 
conversr.cicr.c wao? 

A Veil, they were inquiring about various subjects 
concerning the status of the company. is I recall, one 
of tna subjects that was discussed was the question of 
our interest, if any, in the company called or named 
Hispano-Su’.is., vv.th whom we had been having some 
discussions in L;.rope. 

I rhir.'. that it was at about this time that 
tbsxe Laid lean acme — well, I know there had beer, some 
Congress: .onai ir.ci.iry — I can't place the date — by 
aoaae conciittee of the Senate, concerning the use of 
chemical mace, aid chemical nace was manufactured by a 
ccnoany ;>f curs ir Pittsburgh, Pennsylvania, and. as I 
recall*\ tli sy inquired about what, if any, ef:ect these 

Cuagressionul inquiries would have on that company. 

i* : 3 then they asked about che situation as 

far as the Bunge v znd Arooslock Railroad vas concerned. 
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caliiuy attention particularly to the minutes of the 
board. 

Shall continue? 

C Y^s. What did you tell them concerning the 
Bangor aad Aroostook Railroad? 

* Well, - pointed out to them it was certainly 
my clear and distinct understanding that the board of 
directors at aoat authorized further inquiries, 
further ai3cuasicn3, further considerations of alternatives 
including keeping it, and that as far as I was concerned, 

thare was nc ~ no — there was no decision reached 
beyond that. 

Q Did you say anything further? 

A Ch, I thir k in the I am sure in the course 
of that conversation, as we had discussed among ourselves 
many tines, ye always felt that some solution — 

HP. KUfiHtiERs Objection. 

COURT: Is he saying what he told them or 

what he felt? 

C* . i .v. yov t ill us tc th*s» best of your recollection 

the of whau you told Ar. Arning and A r. Laeri 

iv: that .tnct: 5 r:c? 

A itfuit r attempting to jrelate here is that 

S* ThfW DISTRICT COURT REPORTERS 
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wc in tha company felt tliat if we could solve the 
railroad question .in one way or another, that it certainly 
would bo beneficial to the company. 

Q bid yo \ discuss with Mr.Arning any of liangor 
Punta'o prior efforts cone err ing the railroad? 

7 - i-~ . F.y n, I am sure that x stated in a general 

way -- i»:id *...vis ooires to the genaral part of the answer 

now — t cir sure that I stated in a general way tliat we 

had been locking at this situation for a possible solution 

to ths railroad problem for a long time. 

1 can't sit here today and say whether I talked 
about u <« Ii or Boston & Maine, or anything like that. I 
just don't recall that. 

0 And do you recall anything else concerning 
either the Banger. S Aroostook Railroad or anything else, 
ary other subject which took place at thi3 meeting? 

A It night lave been also -- first of all, I 

preface j.t oy saying that we were involved in many dif¬ 
fers.-* : kinds of business hare, in the coarse of many 
di:Sfe:*?a* .ads cf problems always arising.. 


Ml. Lli'AU: Objection. 


I move to strike, your 


'do io,r, 


donor. 


li.ik i? is going boyond the qxest.'.on, your 
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0 Would /ou ple&ne limit yourself, Mr. Flick, 
to discussions with Mr. Leer! and Mr. /irning concerning 
the Bangor a Aroostook railroad? 

Wr.c thore anything further than what you have 

testified? 

A Or the railroad? No. I an 3 crry. I 
misunderstood you: question. 

Q No. I redefined it. 

A All right. 

Q Now let us get back to August, Mr. Flick. 

Now what occurred in August, Ji69, concerning 

the B & A? 

A As I started to indicate earlier, what I stated 
was, in shorthand, I was caught between the dissenting 
can.^8 here, the Hutchins camp and the Salgo camp, if you 
want to c«;ll them taat. 

And so to proceed with what the board had 
directed, I askad Tim Reames, the tax counsel, to cta_rt 
spending more time on digging into — or more specific- 
all ^4 . t ho tax ramifications of any proposed solution to 
the Bangor fi Aroostook problem, and he in turn worked 
with Mr. Friddle of whe accounting staff. 

My best recollection at the time is that I said 
to Reames 'that I didn't think anything was ever going to 
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come of this, bu ; that ws were under a directive cf the 
board, and wa be-ter proceed to do what, ve could. 


P I shew ycu Defendant's Exhibit W for identifica¬ 


tion. 

Could ; : ,ou please examine that ax*d let us know? 
Have you ever seen that document before? 

A Yes, I have seer it. 

Q Arid uh' t is it? 

A This is a memo dated July 2, 1969, from timothy 

nr, . JP.obltLTsad 

P. Reanes to NicuOiss M. Salco, W. Gordon Bobinseny 

David W. Wallace, John E. Flick, Stephen Galla, jeyarcing 

tlie Bangor L Aroostook Railroad Company. 

R.R. RYAN: I offer Defendant's Exhibit: w for 

idencificatJon in evidence. 


i*-R. LUkAN: No objection. 

M:. KUSHNER: No objection. 

(Defendant's Exhibit W fer icier tification 


received in evidence.) 

Q • iii.cL, did you over have occasion to discuss 

with iir. Reaves uiy of the tax inpllcaticna concturnino 
possible dii.pos;.,.ioi s of tixo Bangor « Aroostook Railroad? 
Yes, " die. 


0 v culd /ov. tell us to the best of your t cooliectioa! 

i 

approxinately when those discussions tool place, o;: were 

j 
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there a series of discussions? 

A Oh, there certainly was more than one discussion 
because Icfeputizad him to get involved in this project, 
and so in the nature of things I would call on him from 
time co time to lot me know what was happening. 

Q Well, did you . aver have occasion to discuss 
with him any of the tax problems involved if Banyor 
Punta sold the stock of the Bangor & Aroostooi; Railroad? 

A Yer. Essentially I guess one of the basic 
questions that he told me about wa 3 the whole question 
of establishing the basis of the stock in the hands of 
Bangor, to know whether or not you are going to have a 

capital gain or whether or not you are going to have a 
capital loss. 


Now that was certainly one of the basic topics 


discussed,. 

Q Oia :ir. Reames indicate whether he xnew the 
basis for the stock, tax basis for the stock? 


I think i.v. indicated that he did not know at that 


time. 


Q uo you recall any discussions concerning a 
possible sale cf tha assets cf the Bangor & Aroostook 


Railroad? 


A Yes. 


He discussed with me that particular 
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question. 

In that regard , whac was considered to be a 
very difficult problem, as I explained it, was trying to 
ascertain the basis of the assets, which apparently went 
a long way back into the records• 

Q oid. ne indicate to ifcu- whether or not he knew 
the tax oasis of these assets? 

^ lie indicated to me he did not* 

Q Do you recall any discussions with Mr. Reames 
concerning the fact whether Bangor Punto could utilize 
any tax loss it might realize on the sale of the assets 
of the Bangor & Aroostook Railroad? 

A yes. ue indicated that that would — that 
was certainly a consideration as to the way that the 
railroad was hold or owned within Bangor Punta, as to 
whether once having ascertained either the basis of the 
stock or the assets, then whether Bangor Punta Corporation 
itself could use if there was a loss, whether it could 
use such a loss. 

Q Did he indicate to you whether he had arrived 
at any conclusions on that subject? 

A No * I don't recall that he did, no. He 

was exploring various things, various avenues. 

Q Now going hack to August of 1969, do you recall 
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what next occurred concerning the Bangor a Aroostook 
Railroad after your instruction to Mr. Reames to begin 
the • necessary tax accounting? 

^ Well, i think that Reames and Priddle were 
’•orking along at it. I don’t really recall anything 
specific, no. 


Q Do you recall whether you left Hangor Punta 
during August for military service? 

A Oh, ye3. The 29th of August, as I recall, 
having looked at the calendar, was a Friday, and I was 
due to go to the University of Virginia at Charlettes- 
ville to perform my two weeks of annual military duty. 
And so the 29th of August would have been my last day 
officially in the office until 1 returned again to the 
office on the- 15th of September. 

So during that intervening period I was in 
Charlottesville, Virginia. 

Q Do you recall doing anything on August 29th 
concerning the Bangor a Aroostook Railroad? 

Let me show you Defendant's Exhibit X for 
identification and ask you if you can identify that. 

A Yes, I can. 

Q And what is it? 

A It's a memorandum dated August 29, 1969, 
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regarding Bangor L Aroostook from John B. Fliok to 
Timothy P. Aeames, with a copy to David w. Wallace. 

0 And was it your customary procedure to make 
a memorandum such as Defendant's Exhibit X? 

* Yes, it was, particularly if i was going to be 
out of the office for any period of time and there were 

matters that needed some action to push them ahead and 
get them going. 

I would write raenos on this to nemb^ra of the 
Sta:!f who rfc P° r ted to me and I had a desk notebook, 
each with a name tab, and kept a copy to make sure that 
these tilings were being acted on. 

M*. RYAN: I offer Defendant's Exhibit X for 
identification in evidence. 

i4R. KUSKNER: No objection. 

i«. LIMAN: That is your initial on it, isn't 

it, Mr. Flick? 

THE WITNESS: Yes, Mr. Liman, it is. 

MR. LIMAN: No objection. 

TH 2 COURT: Received. 

^Defendant's Exhibit X for identification 

received . . 

evidence.) 
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Q What next occurred concerning the Bangor 
and Aroostook Railroad, so far as you are concerned, Mr. 
Flick? 

A I returned to the office on the 15th of 
September, which was a Monday, end I don't really remember 
whether I was told at that tiraa or whether possibly Mr. 
Wallace had called me in Charlott 3 ville prior to my 
returning, as he usually did to keep me informed on matters 
that were going on during ny absence, but at or about 
this time was when I learned of the action, the formal 
action, taken by the board cf directors ac a meeting 
on September 9. 

Q And the formal action you are referring to 
is the resolution adopted by the board authorizing the 
sale of stock or asserts of BAR? 

A Yes. 

Q What next occurred, to the bast of your 
recollection, concerning the Bangor & Aroostook Railroad? 

A I may have attended soma ot-'er meetings on it, 

I am no\ sure, but my next independent recollection is 
the meeting of September 29, in Mr. Salgc's office. 

0 Who attended that meeting? 

A Mr. Salgo, Mr. Wallace, Mr. Hutchins, Mr. 

Robertson, myself, Timothy Reames, and a lawyer from 
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Strasser & Spiegelbcrg, whoae name was Preis.cel, vhc was 

special counsel who hac been I rcught in cn this matter. 

LOifilcG. 

C* Did you mention Mr. Wh ee l er? 

Ui iel-ee 

No. . tiink Mr. Whoclcr was there, ard Mr. 
Galle, possibly, i am not sure. 

£ 

Q Could you tell us the substance of discussions 
which tcck place on September 29? 

A The substance was that Mr. Salgo indicated that 
further studies had been made regarding the tax and 
accounting ramifications of the proposed transaction that 
had been approved by the board on September 9 and that 
this analysis supported his conclusion at that time 
that we certainly should not sell stock under any circum¬ 
stances to Mr. Duirninu and that we should go back to the 
board and make this ail known tc the board and -just stop 
these discussions with Dumaine, and at this time the 
situation became very heated Mr. Hutchins was very 
angry, Mr. Robertson, supporting Mr. Hutchins, was very 
angry and raid that wo should go ahead with what, the 
board had approved at the September 9 meeting and if they 
wore not going to i.c it, that he, Hutchins and Robertson, 
would resim from the board. 

Many other words were spoken, but that vaa 
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certainly the substance of what occurred. 

Q Do you recall anything else that occurred 
at the meeting? 

A Well, 7 think that there was some arrangement 
made for Mr. Wallace to meet with a Mr. Cole who was 
an adviser to Mr. Dumaine, to further discuss the matter. 

I guess that would have been the next matter in the 
sequence of avents. 

MR. RYAN: Your Honor, it is going to 

take me maybe five minutes to finish. 

THE COURT: All right, go ahead. 

Q Can you tell us, Mr. Flick, what next occurred? 

THE COURT: Would it inconvenience you to have 

the cross-examination after lunch? ■ Do you have a plane 
or something? 

THE WITNESS: I would like to get back as 

soon as I can, but I am at your — 

THE COURT: How about by 3 o'clock, would 

that be all right? 

■ytE Coarrr; 

THE WITNESS: All right. ^ We will suspend 

at a quarter of 1 until 2 o'clock and within an hour you 
can be through. 

MR. LI'IAN: I am not so sure of that, your 

Honor. 
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THE COURT: I thought you p a 10 or 15 


MR. LIMAN: 
THE COURT: 
MR. LIMAN: 


Oh, no, sir. 

Then T was mistaken. 

I said we wanted to put on an 


4 

I 


I 

i 


early witness. 

I 

MR. KUSKNER: Your Honor, I expect my cross- 

i 

i 

examination will take some time. j 


TIIE COJRT: All right. 


THE WITNESS: Your Honor, if we can finish 


it today, then, I would be most appreciative. 

THE COURT: Well, I Cd go until five minutes 


past 7. 


TIIE WITNESS: Fine. 


MR. RYAN: We can stop here, your Honor, if 


that is all. 


THE COJRT: We will recess until 2:30. 


(Lunchaon recess.) 
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AFTERNOON SESSION 

2.00 P.M. 

THE COURT: All right, Mr. Ryan. 

JOHN E. FLICK, resumed. 

DIRECT EXAMINATION CONTINUED 
BY MR. RYAN: 

Q Mr. Flick, when we adjourned for lunch, you testi¬ 
fied that Mr. Wallace went to have a meeting, a luncheon 
meeting, with Mr. Cole, a representative of Mr. Dumaine. 

Did you have any conversation with Mr. Wallace or anyone 
else as to what was to be discussed at this luncheon con¬ 
ference? 

A I don't recall that now. 

Q Would it refresh your recollection if I suggested 

that Mr. Wallace was going to discuss with Mr. Cole, counsel j 

i 

for Mr. Dumaine, whether he could persuade Mr. Dumaine to 
change the form of the transaction from the sale of stock 
to the sale of assets? 

A I think that is correct, yes. 

Q Did you ever have any conversation with Mr. Wallace' 

or anyone ebe after this luncheon conference as to the sub¬ 
stance of the discussion? 

A My best recollection is that — is that Mr. Dumaine 
was still insisting upon a stock transaction. That was 
about the substance of it. 
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Q Now, vhat next occurred concerning th Bangor and 
Aroostook Railroad, to the bast of your recollection? 

A Well, the next thing of which I was informed was 
that on the — I think it was on the 2nd of October, 3969, 
Messrs. Re ante 3 and Freiskel went to — to Boston or Bangor, 
Maine, and there they met with hr. Hutchins and Mr. Robertson 
and Mr. Dunicine ane his people, and the next information I 
heard was that the transaction was closed for the sale of 
the stock of the railroad tc Amcskeag, of which Mr. Dumaine 
is the president. 

Q Now — 

9 

THE COURT: Can you fix the date of that latter 
conversation? 

THE WITNESS: October the 2nd, your Honor. 

THE COURT: In other words, you heard that there 
was a meeting in Maine? 

THE WITNESS: Maybe it was October the 1st. 

TEE COURT: A meeting in Maine, and i': was at 
that meeting that the transaction was arranged? 

THE WITNESS: Yes, sir. 

Q I believe you testified either Boston or Bangor, 
and I think it was Boston. 

Now, Mr. Flick, do you recall at any time, either 

on July 29, 1969, or prior thereto, ever having a conversa- 
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tion with Mr. Leonard Gordon? l:o you know who Hr. Leonard 
Gordon is? 

A Yes. 

Q — in which Mr. Leonard Gordon asked you whether 
or not Bangor Punt.: would consider extending its exchange 
offer so that the shares of Piper Aircraft that Chris-Craft 
owned would go pasi the six-month period for 15{b) purposes, 
so that Chris-Craft czuld tender their Piper shares to Bangor 
Punta, and Bangor i'unta as part of such agreement v»ould 
arrange for a secos dary of those Bancor Pur.fca shares? 
rid you ever have . conversation in which Mr. Gordon made 
Si'Ch a request of you, either in those words or in sub¬ 
stance? 

A Well, I Java no recollection whatsoever cf any 


such conversation. 

Ryan 


s I have no further questions. 


THE COUR'i: Does that naan that you don't remember 
any such conversation or that no such conversation, to the 
best of your recollection, took place? 

THE WITNI SS: Well, I mean that 1 have nc recol¬ 
lection of such a «;onversaticn, your Honor. 

CROSS EXAMINATION 
BY MR. LIMAN: 


Q Do you remember meeting with Mr. Gordon and others 

JL 
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If you have read it from the deposition, I assume 


Was that rhe truth when given? 

Oh, yes, always to the best of my recollection. 
And that is what you were trying to do — 
Certainly. 

— in drafting this press release? 

Certainly. 


Q I will hunt you a copy of the May 8th proas release 
which is in proposed finding 69 (handing). Is it fair to 
say that the first paragraph of this release summarizes 
the fact that an agreement was entered info*? 

A Sfeu, I think that is fair. 

Q Look at the second paragraph. Was t) at in the 
May 8th agreei.ent, the paragraph that 3ays "William Piper, 
Jr., who is president of Piper Aircraft, and David W. Wallace, 
chie: executive officer of Bangor Punta, jointly announced 
the agreement and said they regarded the agreement as a 
first step in a proposed consolidation cf iie two companies"? 
Was that in the agreement? 

A No, it T '..vs not. 

Q Loci, at me next paragraph: 'Un ler '.he agreement, 
the- Piper family v. . Li receive a package of Bangor Punta 

i 

secv.itioM fer th^ir shares of Piper Aircraft.’ 13 that 
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what it any 3 ? 

A Yes. 

Q Did the Key 8 th agreement identify v/hat securities 
the Piper family w,;s to receive? 


A Yes, it .lid. 

Q In any o'. the earlier drafts of this oress relectse ! 

i 

was there ;iny description of what that package was? 

A :: don't recall. 

Q '.?ho made the decision not to describe what the 
securities were that they were -o receive? \ 

i 

A Itell, I -hi nk this wa:s the combined efforts of the 

people writing and editing the release. j 

i 

1 

i 

j 
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A Oi, I don't recall anything like that at all. 

Q Was their discussicn to reflect what the 
agreement. was you ohculd put in what the securities 
were? 

A Kt>, Mr. liman. I think that the pirpcse of 
the pre: r: release ecf, as I indicated earlier, was 
to public:. ;e that 'nforraation to the public which n ight 
be the subject of Luse by insiders and, therefore, the 
important natter h-;i£, as far as putting this press 
release together, was v/hat is that which is most important, 
and that which is nest important, of course, is what 
was joi’.g to offered or what was the basis of the 
transaction to be offered to the public shareholders. 

Q Dll yoi think it would be misleading to the 
public to tell the;:, that Bangor Punta warrants and a new 
convertible dobent ire were being given to the Piper 
family? 


/ 



question. 



. 


* 


RY'h: I object to the fern of the 

! d r :T CO- F5': 'Verrulcd. 

Co jid ; on rente. e question? 

??.!3 CO IT: He wants to know wnether if you 
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had decided that it was useful to make the statements 
that warrants and some convertible stock would be given, 
would that have misled the public, if you had decided to 
make such a statement. 

A I don' : think it would have misled the 


public. 


Q At this time you had at Bangor Punta given 
consideration to u:*ing warrants and a convertible 

debenture in the public package, had you not? That can 

* 

be answered yes or o, can't it? 

A I don't think so. 

Q uell, nad you given any consideration at 
Bangor Punta to using warrants in the public package as 
of Pay 8? 

A* Many different things had been considered, 
including warrants. 

C Lut warrants were one of them? 

A Well, there had been no definitive decision as 
to any particular security. 

0 1 didn r. « sk you vrhether there had been a 

decision. Wore warrants one of the securities that were 

beirg conr- idered at chat time for the public package? 

? I ?x> s :»: * ?. they we re. 

Q i-}'::ve warrants discussed at your executive 
V * Tl,£;W JRT REPORTERS 
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A Yes. 

^ J 

!! Aui you so. that- it says "he," meaning Mr. 
Piper and toe Piper family, would strongly support the 
merger and would recommend it to all shareholdern. 

Is that correct? you saw that there? 

That's what it aays. 

<6 

<: And you approved the press release as it went 

out? 

a Yes. She form — 

Q You hesitated. 

A The fo::* of the press release, yes. 

Q Well, when you say the -form,- «re you 

d* ££eiastiating form from substance? 

A You see, Mr. Liman, I think you are getting into 
an area here involving the management of the company, 

and of course i had no responsibilities in those areas, 
or authority. 


( i But you ware trying — 
i-IX. liman : Strike that. 

i} Waen yoj u ' ere Uavin 9 all this talk about Texas 
Giu\e, did you gj , 2 consideration to stating :.n this 

press 

.release that the Piper family stood to get 
extra consideration if the shareholders of Pi per gave 

Bangor more than 50 per cent of the company? 
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MR. RYAN; 


Objection, your Honor. The assumption 


is incorrect. 


THE COURT; Well, I will let the witness answer 
the question. 

(To the witness; Did you consider it sig¬ 
nificant for the purposes of this particular press re¬ 
lease to make an; statement with respect to the additional 
aacun,. that the ,'iper family might receive under certain 

i 

circumstances? 

A The answer is that we did not, because under 
no circumstances was the Piper family going to receive 
anything more than any other stockholder. 

2 Eat they ~ 

A And that 1 s the important measuring device• 

Q Bat they could receive less, is that correct? 

A If we didn't get 50 per cent. 

ti And were you not in fact told at the time of 

this agreement on May 8th that the Piper family package 

had a value under $30 a share, as it then stood? 

'* Well, I think that I sat in on meetings where 

that was stated, Mr. Liman. I think that's correct. 

And in fact there is a proposed uncontested 
finding uere 105 that Mr. . ‘Laeri toLd Mr. 

Paper that the package that they were to get liad a value 
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between $70 and $72 a share? 

Does that figure ring a bell? 

A That sounds about right. 

Q And you knew that they were getting — they 
were tendering or committing themselves to deliver to 
Bangor Punta 500,000 shares, correct? 

A Yes. 

Q Sc that, assuming tie value of the securities 
did not rise in the interim, they stood to get *; almost 
five million dollars if more than 50 per cent of the 
shareholder? of ~iper tendered to Bangor Punta? 

A But once again no more than any other ehare- 
. holder. 

Q Bt But they stood to get an extra five million 
dollars, almost, am I correct? 

A WEll, I won't compute the arithmetic but thiy 

did stand — there was a possibility that they would get 
more. 

Q More than $100,000? 

A More than — all right. 

Q In the Harley-Davidson one, you put in bold-face 
print that last language that I read to you, didn't 

you? 

A I don't know how you can attempt to draw a 
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comparison between the brokerage firm and the Piper, 
here, but so ba it. 

° You didn,t draw that; comparison? 

A No. 

Q And when you put the recommendation of the 

Piper family in this press release 

release, was that surplusage? 

A i aon't — looking at the four corners of 

the thing, i don't - I wouldn't have - I woul.ta't 

have been upset if it had been omitted, no. 

0 Was ityour PR department that suggests putting 
it in? 

A Well, i con't have • — I mean, I don't have an 
independent recollection of that paragraph. Hr. Liman. 

0 Was it considered a favorable fact tht the 
Piper family was supporting bangor Punta's effort.7 

A We certainly looked upon it that way. certainly. 
Q Ana did you not think, that the public share¬ 
holders of Piper might look upon it thet vay 7 

A ! am not sure that I thought that through, but 

* t >iEl " ‘ a ' that '' oiad ^ ® natural conclusion, Mr. 

Lie-in. 

t T “ £t is ” hy you P«‘ it in the release, isn't 

it? 

A Well, as 1 say, ! dent recall the history of the 
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H In the next paragraph of the release, v/hich 


quotes Mr. — 


ICallac::. 


Q — Wal ace, that doesn't purport to paraphrase 
aiy provision of the agreement, is that eorrest? 

That's correct. 

f? And th t — 

L Sana sort of statement as the Piper statement. 
Ar.3 the: remaining part of the release doesn't 
summarize ary prevision of the agreement, is that cor¬ 


rect? 


-hat i:j correct. The remaining two paragraphs, 


That's correct. 


£• So that in trying to capture the substance of 
this agreement is; it fair to say that the only substance 
you tried to capture was the statement that the Piper 
family would recoiv* an unspecified package and that the 
public shareholders would get a package of securities 

to be valued at 080 a share? 


i In the opinion of First Boston. 

'I 1 1 the opinion of First Boston? 

• i Y 1 ' si • 

A:*! that .3 all you tried to capture? 
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' 

h A& 1 8l:ated before, the principal thing that 


3 

we were concerned about was to make certain that the 


4 

public shareholders were particularly informsd as to that 


5 

£ 

part pertaining to them, that’s right. 


6 

•m 

U Were you afraid of insider trading if you 


7 

didn't include the paragraphs about the Piper recommenda¬ 


8 

A 

tion? 


9 

tfl 

*' No " Afi 1 a&y ’ 1 have tc Iook at the fcur corners 


IV 

of the press reloads and ask myself does it — is that 


11 

a reatonabls report based on Texas Gulf Sulphur. 


• 4 

To that extent I would say yes. 


13 



u 

If there happens to be some surplusage, that is 



another question. 


15 



16 

G Well, you had read Texas Sulf Sulphur? 



A Ye3. 


17 

• 


IE 

Q And did you interpret it as meaning that the 



release had to b.: balanced? 


19 j 



1 

{ 

h Yes, i believe that's fair. 


' 20 

• 


» f 

U And yoc believe that if there was anything i:i 


J 

22 ! 

the agreement, that you just couldn't get the favoraole 



parti; of the agreement in the release. 


21 i 



• 

An I correct? You couldn't put out just 


2- 

favorable news if you had unfavorable new; — 


2** 

A absol rtely. Absolutely. 

JLMlMl 


i 

i 
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° Vo„ testified thatone of the reason, thstyou 

felt it necessary to issue a press rale... then was that 

I I tbare was, to use your words » rnn _. , _ 

words, a roomful of people who now 

knew about it, am I correct? 

A Yes. 

0 was there anybody in that roan whoa, you didn't 
trust with confidential infonnation? 

- I *»<t think that you can look at the q uestion 
of inside infonnation on that basis at all. 

Q Can you answer that question? 

A There no one in that room that 1 ,ad any 
reason to distrust? 

o I" fact, had you ha, negotiations with, the 
Piper family on a for,, of agreement for at l.a.t a week? 

* State that again, please? 

° H ' Jd y °“ h “ d "esotiatlons wlh the Piper family 
on the form of egre.ment fcr at least , week? 

A Well, certainly either with the Piper family 


2i I 

statement. 


» 1 



* j 

Q 

During :hat period did 

* (i 

the pre^s t- 

lilt you vt.re having these 

If 

* I 1 

h 

No ' 1 don’t recall any. 


Po you recall whether in on. of the draf ts you 
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people whom you worked with in updating a registration 
statement not keeping a secret? 

A Well, I have no recollection of this sort of 


thing at all. 


Q V7ho vrafe it you thoucht might leak this news? 

A A couple of things, Mr. Liman: Number one — 


Can you answer that? 
Yes, I think so. 


Human beings being what 


they are, anyone, first of all, can say, inadvertently, 
something that maybe lie doesn't intend to say. That is 


one thing. 


Secondly, as you recall, we filed a 13D with 


the SEC which is then public information to the world, ' 
which was to be filed within ten days after the trans¬ 
action, and of course the whole world would have known 


about it then. 


You mean on May 16, 1969 you filed your 


13D? 


You didn't file it on May 8, dil you? 
Could have been filed then. 


You didn't, did you? 

Mo. 1 tnink the 16th is right. 

Are you saying that in your experience the 


RlCT COURT 7 
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Q Was thatdiscussed when you were preparing 
the May 8 press release? 

A The Chris-Craft package? 

Q Yes, sir. 

A Well, 1 certainly don't recall that it was. 

We were very busy that morning. Perhaps other people 
discussed it, but 1 don't remember that. 

3 On May 8, when you issued this press release, 
did you know that Mr-. Salgo had told Bay Securities 
Corporation thatyou were negotiating with the Piper family? 

A I don't have knowledge of such conversations. 

Q To thin day you don't know that? 

A Well, new, you know, since the case has been 

going on for two years, X have heard this said, yes, but H 
understand yotir question as putting me back in the frame 
of that time, isn't that correct? 

Q Right. Well, Mr. Salgo wasn't one of the 
people whom you were afraid to trust, was he? 

A No. 

Q On May 8, on or before May 8, 1969, you had 

road rule 135, had yea not? 

A Yes. 

•a Was it year practice also to read the Wall Street 

Journal? 
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A X u 3 ual.lv* saw the Wall Street Journal, Mr. 
Liman, unless I wan so busy that I didn't see it ora 
particular day, but thatis ny general practice. 

a Was it ycur practice to read stories or the 
acquisition efforts of other companies, particularly 
in contested situations? 

A Oh, not unless — if a particular sicry was 
of interest, yes, hut I vrouldn't generalize in that 
manner. 

Q Did you read about the Northwest-Goodrich 
fight, in particular? 

A At thi3 time I don't recall whether I was aware 
of the Northwest-Goodrich fight. I certainly was aware 
of it. 

Q Had you read about the fact that the SEC had 


| accused Goodrich — I am sorry. Northwest of gun jumping? 

18 | 

A I of course in the meantime have read an 
19 

| article on that. Whether I read it at thattime I can't 

:o 

recollect now. 

21 I 

Q Was th.. term gvn jumping unfamiliar to you on 

22 !i 

•I May S ? 

23 I 

A 1 o.on r v. think it was an unfamiliar term, no. 

24 

Q Wrth a.;i this high-price legal talent in the 
25 

| room was there any discussion of rule 135 on May 87 
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* - think a 3 I testified one time before, I 

don't remember that anyone said "Now, let's all turn to 
Rale 135." 

Certainly we ware ccnditioned along that line 
of thinking, yes. 

0 You say, as you testified befora — are you 
refcrrx’jg to your te stimony in this action, the deposition? 

a _ think I have been deposed a couple of times. 

Q You have only had that pleasure once by me. I 

will read to you from page 49 of the questions iind answers: 

Was anything said on May 8 about whether che 
press release complied with the securities laws and the 
rules of the Securities and Exchange Commission? 

"A I remember no discussion that it wasn't 
in compliance with the law 3 and rules. 

"1 Do you remember any discussion chat it *ss in 


compliance< 


Mo, I don't — 1 think as lawyer© wo considered 


j; than in wa . 


body? 


Voile did you express that opinion to some¬ 


h Mo, I can’t think that I went around and 


said ’l t ink this, is in compliance with 135 or an/ other 
explicit rv.le.' bo, that wouldn't be the nature of it." 

TH:*a4 DISTRICT COURT reported 
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Oo you remember giving those answers to 
those questions? 

A Yes. I think that is just about what iry 
recollection is today too. 

Q So there wasn't discussion of any particlar 
rule on that occasion? That is what you said? 

A I think that is right. I don’t think any rule 
was mentioned by number, or anything like that. 

Q 10B5 wasn't even mentioned by number, v^as it? 

A No, I don't think so. 

Q You didn't call the SEC before you issued the 
release, did you? 

A No, we did not. 

Q Do y>u remember also being asked these questions 
in June of 1969, page 50: 

"0 As you sit here today, have you coire up with 
any or can you ccr.e up with any prior instance in which 
r.a announcement contained the value of an exchange offer 
cl securities?" 

There wav an objection. 

"A 1 just don't recall it right now. So I don't 
v’.Pt to maka any * :ai.ement that would be misunderstood. 

T don't recall at k ..he moment." 

Then pijua 53 and 54i 
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"C In correction with any of these other 
offerings did Bangor n unta issue press releases? 

■A Ye3. 

"Q Do you recall whether any of those press 

releases placed a value on the securities which were being 
offered? 

"A I don's recall whether they did or not. My 
recollection would be that they did not. There might 
have been 3oma which did, I am not sure.” 

Do you remember giving those answers tc those 


questions? 


A It sounds correct. 

Q And that was your recollection at the time, 

am I correct? 

A I think you have not read all of it because 
you will recall thr.t after lunch we brought you in some 
others, didn't we? 

Q Ac the time you testified before you searched 
your files th.i3 represented your honest recollection, am I 


correct? 


But. I think the clear meaning of whit I said 


i-3 until ve look, ? don't remember at the moment. 

U 13 it .Iso true that on May 8 you had r.o 
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recollection — strike that. 

Wa3 your recollection the sane on May 6 as 
it v/as when you gave these answers to raa? 

A If you are asking me did one or more previous 
press releases pop into my mind, the answer is ic, they 
did not, but at the same tine if you are saying "Is your 
mind conditioned to what ho.s transpired before and t hat 
the SEC ha:; approved before," then of course that sort of 
thing is in the back of your mird. 

Q I wasn t asking that., but you know ±e 
SEC doesn't approve anything, isn't that correct? 

A All right, let's be precise — 

Q I want you to be precise — 

THE COURT: Well, that is what they say, 

whether it is correct or not. 

MI*. KUb'HNER: Your Honor, that is what the 

statute says. 

THE COURT: The statute says it and the SL’C 

say.3 it and the question is whether they do it. he art 
living in a world of people and things and practicelities 
and I knew what t’ e rules are and the obligations are, 
but when !•; comes < own to living precisely within the 
four corners of vh<t the statute says, there raa/ be soma 
variations. That doesn't mean that they are permitted 

SOUTHERN DISTRICT COURT REPORTERS 
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variations, and that is all I have in mind. 


In your experience with the SEC did they ever 


use the words "We approve this"? 


A Mr. Liran, I certainly did not mean to dwell on 


that word. All right? 


Q Did they ever use the word "approve ? 


MR. RYAN: I vote to strike the ccaansnt. 


your Honor. 


MR. LIJAN: Withdrawn. 


A Well, I can't recall that they ever did. 


I was asking you whether — I read you testimony 


which said, speaking of whether any of your prior releases 


had a valuation in them, and yov said, "I don't rocail 


whether they did or not. My recollection would bo that 


they did not. 


Read on. 


There _ic;ht have been some which did. i au 


not 3ure." 


when you said your recollection would bo that 


they did net, was that an honest statement? 


I certainly hope so. 


Q And you wanted to chock to see whether or not 


there wexe some thav. did, am I correct? 


A Certainly. 
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Q On Hay 6 had you checked 
of your prior releases had valuation? 
A On the morning of May 8? 


to 
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see whether any 


No, I am sure we 


had not. 


Q At the time I had examined ycu here, ycu. hs.o 
already been sued by Chris-Craft? 

A That was June of *69? 

Q Right. 

A That would be correct. 

Q And you had already entered into a consent 
decree with the SEC wiiich arose out of the May ^ press 
release, am I correctI 

A Correct. 

Q And you know that one ef the issues in the 

Chris-Craft case was related to your use of value in the 

May 8 release, am " correct? 

A Yes, air. 


Q And it was your state of mind at that time after 
all of the charges that with:ut checkin?your bast 
recollsct.ion was that your press releases aid not certain 
valuations? 


A As I indicated, there nay have rten some. 

Q But wan it you:: best recollection when you 
gave hat cjianr tc me that your relejues did not: contain 
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HR. RYAN: I object to the question. It is 

arguing with the witness. It has already been ask 2 d 


and answered three tines. 

THE COtRT: He may answer it once mora, 

A Well, 1 guess the record speaks for itsalf, bvt 
let me just reemphasise one thing, that even though -rcu 
may not be thinking in terras of a particular press 
re 2 ase, your mind is conditioned as to what the SEC or anj 
other regulatory agency has done in the past. 


i 

I 

* 

I 

i 


t 

i 

j 


i 


Q Had you read any announcement of value on t.ie 
Chris-Craft release? 

* 

THE COURT: What is this, a contest as between 

tv/o sets of law firms? Is that what the problem it hero, 

as to how one does it and how somebody else does it? 

MR. LIIv*tN: I don't think that is the .Issue. 

THE CO'JRT: You asked this witness three or 

four times now what his recollection was and he told you what 
his recollection was cjid he added on that he wanted to lock j 
it up. You asked him again and he told you he wanted i;c 
look it up and what ire you proving by reiterating this? 

<iR. LIIlttH: There is a claim ai.d apropoued 

finding of good faith here, your Honor. 

THE COURT: How many times do you 'want tc ask 
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th« sar.ie question to prove tne same fact? 


MR. L^IAN: If I was getting what I thought 

"*** responsive answers, your Honor, I would ha-e stopped 
much earlier. 

THE COURT: You mean if you were getting the 

answers you would like to receive. 


MR. LIMAN: That is not what I meant, your 


Honor. 


THE COURT s The witness is responding to your / 
questions and I find no answers being issued in bad faith. 

MR. LIMAN s i was not accusing him of bad 
faith, I was just saying he was not being responsive. 

THE COURT: You call it to my attention any 

i 

time you say it is not responsive, but I don’t think it need ' 
to be dwelled upon with wearisome reiteration. 

Q You testified that there came a time whan 
yoa had a discussion with respect to the proposed rule 10L13., 

f 

am I correct? 

A Yes, sir. j 

t 

Q Are you able to place the date sf that? 

A As I earlier stated, the be 3 t I can do as far 
as dater - w.is prior to the time or at or abo:it the time that 
the l?und of Jundr, mares of Piper stock ware called to Me. 
Salgo's attention. 
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Q When yi.u read this release or rile of the 
SEC were you referring to release Ho. 8595 which Is 
quoted in proposed finding 83, just for the record? 

A This appears. Hr. Liman, to be an excerpt from 
that proposed rule. 

Q Did I understand your testimony this morning 
to be that even though you didn’t agree with this, vrou 
decided to tkae a "conservative position"? 

A Yes, that is essentially what I said. 

Q As part of this conservative position you told 
your executives not to solicit purchases over an exchange? 
Am I correct? 

A Yes, that is in substance correct. 

Q Were you referring to ~ when you gave them 
that advice was the exception or an exception from rule 
10B6 in your mind? 

A Yes, as I recall, that*s correct. 

* 

Q Was it ;he exception which reads "Provided, 
however, that this u-a 3hall not prohibit solicited 
privately negotiated purchases aach involving a substantial 
amount of such security effected neither on a securities 
exchange nor from or through a broker or dealer"? 

A Yj 3, sir. 

/ 

Q v/hen you told your client not to solicit. 
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purchases on the exchange, did you tell him not to buy stock 
from a broker or deualer? 

A I am sure that we recited the whole ru .e to 

them. 

Q And you are aware that Bangor Punta purchased 
approximately 40 ,000 shares from registered broker-c.eaiars, 
am I correct? 

A I know that now. 

Q Well, you knew it at the time, didn't you? 

A I don't believe I did. 

Q Didn't you get rrpoets on the transactions 
that Bangor Punta was engaging in? 

A Oh, I am sure that Mr. Wallace and Ax. Salgo 
told me about it — told me about any purchases that 
they made, in a general way, but the ones to which you 
are referring I really had no connection with a': all. 

Q Wien ycu say you didn't participate in those 
purchases, you didn't mean to suggest you were unaware of 
them, did you? 

A I am sure a3 purchases were made, they told 
me about them, but I wasn't involved in them, no. 

Q Did ycu toll them not to buy from Bay or 
American Securities? 
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A No, I don't recall ever saying that. 

Q You testified this morning that on May 23 the 

SEC told you that they had told Chris-Craft that it 
couldn't nu-ke any cash purchases while it was in registration 


I 

I 

* 

) 

I 

i 

j 

i 

! 

i 


Do you remember giving that testimony? 

i 

A Yes, sir. 
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Q la it fair to say that the SEC told you that both 
Chris-Craft and Piper had bean instructed not to purchase 
Piper stock? 


5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A tow, on that point. Hr. Liman, I don't have an 
independent recollection as to vhat they may have said about 
p ip© r at all, because rr.y mind wouldn't have been keyed to 
that particular point, anyway. 

Q Well, do you remember being asked the:;e questions 
and giving these answers, beginning on page 97: 

"Q Were you told by the SEC on !lay 23rd that they 
had instructed the Piper Corporation and the Piper manage¬ 
ment not to purchase shares of Piper while the Chris-Craft 
offer was pending?" 

There was an objection. 

"Q (hr you answer that? 

"A Hr. Liman, I think that it was a dual sort of 
thing. : think, as I recall, they told us both things as a 
packaga.” 

"Q Both Chri3-Craft and Piper had been instructed 
not to purchase stcok? 

"A Ves. I think that is a fair resume." 

Was that a truthful answer when given? 

A iine. I think probably that is a better recol¬ 
lection then I have now. 
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Q Now, directing your attention again — 

THE WITNESS* Can you call a recess for a few 

minutes? 

MR. LIMAN: The witness has asked me if he can 
have a recess, and that is perfectly agreeable, your Honor. 

THE COURT: All right. 

(Short recess.) 

I 

t 

Q Mr. Flick, I direct your attention to the paragraph 
of the flay 8th agreement that has been read before, that 
says, beginning on tha date hereof, in substance, Bangor 
Punta would make its best efforts to acquira additional 

shares. 

A Paragraph (a)? 

Q Right. 

A All right. 

MR. LIMAN: That is Finding 66, your Honor. 

Q Now, was there any discussion in your presence as 
to what efforts Bangor Punta should make to acquire additional 
shares ether than making an exchange offer? 

A I can't recall that. I assume that it prciably 
meant purchases of stock. 

Q And do ycu recall that in prior drafts of this 
agreement there ware statements with respect to the fact 

that institutions held certain blocks of Piper 3tock? 

Do you recall that at all or should I show that — 

SOiTHiRN DISTRICT COURT REPORTERS 
United States Court House * 

Foley square, n.y., my. 10007 telephone: oortland ?-45&» 





pp3 Flick-cross 17 01 A 

A No. You would havo to show that to me to refresh 
my recollection. 

I 

Q Well, do you recall drafts which had the following j 
language — and 7 . em showing you a draft dated May 2, 

I 

1965, which I will have marked for identification — 

\ 

MR. LIMAK: I think that i3 a finding already, j 

i 

your Honor. 

Q (Continuing) It says, "Approxinately 150,000 
shares of Piper common stock are understood to be owned in 
substantial blocks by one or more investors for resale. 

Bangor Punta will use its best efforts either to purchase | 
such shares or to obtain from svch investors an option 
to purchase such shares at a future date." 

Do you remember that language of this type in 
the drafts? 


MR. ACKELL: It is Finding 86, your Honor. 

A You know, I don't have an independent recollection 
of this draft, Mr. Linan, but I'm not — I don't mean to say j 
that I am disputing it. There it is. That's vhat it says. , 

Q well, was there any discussion about efforts 

which 3angor Punta would make tc acquire stock from institutional 
holders? 

I 

A I don't tecall specifically. I just don't have a 

i 

recollection on that. 
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Q Do you recall any discussion of who had or what 
Institutions hold I’ipar stock? 

A Well, in a —* in a time frame of a month or so, 
perhaps there wore discussions, but now whether there were 
discussions at the time that was being prepared I can't 
remember. 

» 

Q Well, when you say a month, you mean che prior 

j 

month, the month prior to May 8th? 

I 

A Yes. 

Q There was discussion that institutions held blocks? 

A It seems to me that I heard somebody speculating 
that there might be such blocks. 

Q Well, did the person who said that he was speculating— 
or were you told Fund of Funds had some stock? * 

A Until ] heard the words from Mr. Salgo, I cannot 
ever recall hearing anyone talk about Fund of Finds having 
• some stock. I don't remember that at all. 

Q Now, after you heard the words from Kr. £algo, 
did you contact a Mr. Sayod in Nassau? 

A We — the Fund of Fund9 people had told us to 
go see Mr.ii&yod. 

Q Did you 1 aka the contact with him? 

A 7 . went to Nassau. 

Q Well, before you went to Nassau, did you call him 
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A Oh. certainly. I'm sure we communicated with him, 
telling hir. we were coming, yes. 

Q Well, I am inquiring whether you were the person 
who did that. If you don't remember, Mr. Flick, you can say 
you don't remember. 

A Well, you know, I don’t remember. 

Q But in any event, after he was contacted, you went 
to Nassau to see him? 

A Correct. 

Q And did you understand that Fund of Funds was under 
a decree that prevented it from transacting business in the 
United States? 

A No. I did not know that at the time, Mr Liman. 

Q So that it was not your understanding when you went 

to Nassau that it was because Fund of Funds was under a decree 
with the SEC? 

A No. I didn't know of a decree. There was some worql 
said to the effect that they were not commissioned to do 
business in the United States or anything like that. But 
it was much later — not much later; a little while later, 

when I learned of the so-called decree you re talking about. 

() And you weut to Nassau, ana ycu spoke to Mr. Sayod, 
and you made arrangements to buy the Fund of Funds block; is 
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Nov; York time or. July 29, 1969, subject to the intension 
of either or both of them by Bangci Punva for a further 
period or periods terminable by Bangor Punvc on ot less 
tlian 24 hours' notice delivered to the exchan.;© &*>nt." 

Did you draft t.iat Irmguege? 

A Well, if you are talkinc of drafting it, i ^ 
eure I did not draft it. I am s ,re that this was wo^ed 
on by John Markin of my ;taff, and other lawyers involved , 
if that is your quescio;. 


Q Would you looi at that — it is easiex to 
read a provision than fo hear me recite it. 

A Yes. 

(Pause) 

THE WITNESS: All right, I have read it. 

Q Did you understand this provision to mean that 
if you extended — 

THE COURT: Why don't you ask him how he 

understood it effective ./ July 29, 1969? 

I4R. LIZ IAN: I v/ill ask him that. I adopt your 

Honor’s question. 

THE COURT: On July 29, 1969, sometime during 

day, four or five o'clock, does that clause give you 
ther right, without modification of that clause, to 

extend the offer? 


4 
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THE WITNESS: Yes, sir, it does. 

Q Do you understand that what you would have to 
do, Mr. Flick, was to make sure chat you would give at 
least 24 hours' notice of the termination of the offer? 

Is that the way you understand the 24-hour provision, Mr. 
Flick? 

A Terminable on not less than 24 hours' notice. 

THE COURT: Is the language "terminable on 

not less than 24 hours' notice" or extendable on 24 hours' 
notice? 

THE WITNESS: Well, let me look at it again. 

(Pause) 

THE WITNESS: That the extended period would 

be terminable on 24 hours' notice. 

THE COURT: Is that a clause which refers to 

an extension of the term or the termination of the term? 

THE WITNESS: It refers to the extension, I 
believe, your Honor. 

THE COURT: Is there anything in there that 

says when you car. apply for an extension or how you can 
arrange it? 

In short terms, could you have extended it on 

July 30th? 

THE WITNESS: No, sir. I think it would have 
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expired at five o'clock on July 29th. 

THE COURT: Was there anything in there, as 

you road it now, that indicates to you the method by 
which yoi can extend the term? 


that. 


THE WITNESS: No, it does not appear to indicate 


THE COURT: Well, it looks like I have been 


brought up in the wrong school of corporate draftsman¬ 


ship. 




W 
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moment. 


Q Evan though it was your testimony that there was 
an unpleasant situation between the Hutchins camp and the 
Salgo camp, and you never thought there would be a deal? 

i Oh, that’s exactly right. I never thought t.icre 
woujd be a deal. 

Q Was it ycur reaction chat Salgo was beaten down 
r.z zer hearing of the September f'th decision of the board of 
directors of Bangor Punta? 

A Oh, no. He still had another day. 

I tliink that bears a comment. You have to under¬ 
stand both — 

Q I would appreciate your direct response. Your 
counsel will ask you if there is anything you want to bring 
out. 

A All right. 

0 Have you any recollection at all of casting a 
vote as a director of Bangor Punta_operatio is for the sale 
of railroad 3hock to Amoskeag fer $5,000,00)? 

A No, I don’t. 

jjx4 

Q Hevw you formed any view, as a director of Danger 

Punta, on tho advisability cf selling the railroad to 
Amoskeag for f*5,OCC,000? 

A When? 
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0 Prior to September 22, 1969 . 

j A No- 1 thlnk xt still pretty much, up la the 

| air. There was still a lot of facts to be gathered. . lot 
Si of facto.*3 to consider. 

i 

Q Lai: mo ask you: did you rely on any studies in 

i 

forming your view — 

MR. KUSHNER: Strike that, 

! ° YoU did ulti3na tely form a view, I take i;„ oefcre 

| Jctober ?nd, as to whether the sale should go through, or 
is that, wrcnc? 

A X certainly ~ certainly, I had an opinion, but 

there wan no opportunity to do any voting cn it. 

Q You did form an opinion prior to the actual closing 

of the contract whether or not the sale of the rrilroad for 

$5,000,000 was a sound business judgment? 

A X don't think that you can look at it guite thac 

simply. By the time that the end of September hac com. 

around, i think tlmt we had seer, enough information that 

I certainly agreed with Mr. Salgo at that point that v/e 

should not soil that stock to Duraaine. New, the othrr .side 

of that coin, however, is that railroads, as you prctatly 

kn», are rot really a bigicrmodlty on the market, arc a„ j 
teat the solution, as 1 say, of the railroad pioble, „ith in 

Bangor Punta JO that we didn't l ove the p.-obien any .acre 
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I thought would be beneficial. So it was — it was those 
types of considerations that you had to reflect on. 

Q Mr. Flick, I think you have told me about on 
the one hand and on the other hand. 

A yes. 

Did you forra “ opinion prior to the actual closing 
of tne contract as to whether the sale to Araoskoag of the 

r»‘iroai for $5,00C,000 V ;as a good business judgment? 

* think Jt was beneficial to the corporation. 

I think there were other things that could have been 
more beneficial. 


Q But you formed that opinion prior to Octoojr 2, 


1969? 


A Ch, yes. 

Q Did you rely on any studies in forraine, that opinion!? 

A T think that I probably, in September, heard of the 

analyses that Mr. Priddle, Mr. Reames, Mr. Preiskel were 
making, that sort of information. 

i 

Q ITavo you jot those documents with you, by the way? 

A Wo? I do not. 

Q l ave you examined them prior to your test:jaony 

I 

teday? 

A i certainly have seen a document or t* o, bi t \r 
response ix ycur question, I'm telling you that facers 

SOUVi |f.3\f y!S"P!0' CO. ST RE POP TER > i 
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wort into ray opinion. 


Q Well, let's go at this separately, if we may. 
Did you mention Mr. Reames? 


A yes. 


Q Andvhat study did Mr. Reames perform? 

A Well, Mr. Reames performed several studios. Mr. 

j ReamaS ' 33 5,01 ma >' reca11 ' in the spring, looked into 

a possible distribution of part of the Bancor and .Urcostook 
j stock as part of the dividend. Mr. Rea^ locked into a 

I t! possibji sale. Mr. Reames looked into a possible .sale and 
..ease’nck. J'ra sure if we lug out the records we rrould find 
tha/. he looked into many different possibilities. 

Q Anc have you got those memoranda of Mr. keanes with 


A So; I do net. 

Q Have you examined them before you testified today? 
A Well, i believe that several of them either were 
introduced this morning or already are in the record. 

Q Would you like to point to them - 

A Mr. Kushier. 

Q 1 don't have Banger Punta's exhibits. lenaps vs 
can get then., and you ca:i point to ther.u 

IP. RYAN: i hand Mr. Xushrer Defendant's inhibits 
W and V. :ct you wish anythiig else,please ask for it. 
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(Continuing) N and V ara sane of the attdiis b ' i 

- I 


Mr. Realties you have been referring to? 

A Yes. sir. 

Q And V refers to a stock spin-off of part of the 
railroad stock to Bangor Punta shareholders; is that correct? 

A Yes. Of course,, it goes into a lot of detailed 
analysis, but th.it's the healing of that document. 

Q fond tbs ; was — 

A That's V. 

Q That was written up on Kirch 30, 1969? j 

A Yes. That's correct. 

Q Is that correct? 

A That's the late of the memo. 

Q aid you favor a stock spin-off o’ part of che rail¬ 
road stock in September, 1969? 

A New, when? 

Q September, 1969. 

A Did I favor a spin-off? I don't think t-ut that 
was a — I don't think that that was any loiter a po tibility, 
in view of this fight that I have told you about. 

Q Can you explain that i.n detail? 

A What datcil do you want me to explain'. 

Q I don't ihink your pr or testimony refers to thii. 
and if you can explain the raascns it was no longer a poasi- 
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bility, please do. 


A As I told you, by the time or at the time at the 
September 29th meeting, we had an extremely disagreeable 
situation, at which Mr. Hutchins and Mr. Robertson threatened 
to resign, and 30 , as a result of this, Mr. Salgo in effect 
relented and went along with them on the deal which he had 
opposed up to that very moment. 

Q Well, prior to September 29th, diJ Mr. Salgo say 
he wanted a stock spin-off? 

A Mr. Salgo considered many, many different alter¬ 
natives, including keeping the railroad. 

Q Throughout this period of May 21, 1969, to 
September 29, 1969; i 3 that correct? 

A During the period from October, 1967, all the way 
to October 2, 1969. 

Q Please. I have the privilege of framing the 
questions. .hiring that period, Ilay 21, 1969, to September 

I 

29, 1969, did Mr. Salgo say that he insisted on a stock spin-j 
olZ of the raiiroac stock or part of it to ’3ang« r Puvfca 
shareholders? 

! 

A 5vo Mot ct all. Mr. Salgo doe 3 not operate in that 1 , 
way. Mr. Salgo likes to ascertain the fact 3 , to look at 
ail the possibilities. 
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Q is it your testimony that Mr. Salcjo will favor 
more than or.e possibility at once? 

MR. RYAN: Could we have that read? I couldn't 

hear it. 

THE COURT; He wants to know whether Zir. Salgo 
was anhidextrous. 

MR. KUSHNER: Let me withdraw the question, 

pi?ase. 

Q bet me ask what Mr. Salgo does after he looks 
at all the possibilities. 

MR. RYAN: I object to the question, your 

Honor. 

THE COURT: It in cross-examination. 

A What does he do after he examines all tne 
possibilities? 

MR. KUSHNER: Let me withdraw that question, i 

! 

* 

too, since you lave been having difficulty with it. 

0 bid Mr. Salgo, in .September of 1969, s*y that 
he favored a stock spin-off? 

I 

A No. I can't recall that he did. 

Q Nov? Exhibit W .is a memorandum date! July 2, 

L969, fee* Ream-s to you. 

In there i3 it correct that Mr. R3axr.cs dis¬ 
cusses? a sale o? assets of t ie railroad, a sale of the 

I 
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right of way: and the leasing of part of th< roiling ttook 
of tna railroad, and a sale of the .took cf the rail¬ 
road and the lease of all the assets of the railroad? 

He discusses those four subjects? 

A Those are the four numbered paragraphs, plus a 
conclusion at tne end. 

U Do you — 

A Those are the headings of the numbered para- 
graphs. 

Q DO you recall reading this July 2. 1969, memo- 
randum shortly after July 2m? 

A i tua sure — I am certain that I did read it, 

yes. 

C And do you recall that it influenced your 
opinion as to whether and how to dispose of the railroad? 

SO, ii. did not. 

T.t die not? 

it ju&t raised a multitude of questions, 
md what were the c;uostions it raised? 


A 

2 

A 

2 

A 


-as: questions, acccunting questions, profit-and- 


l0:3S qu38t:.ons. 


ray. 


Q low le-c's go down the list separately, ;.t we 


1>C you r :Cail when the questions, the :ex qu £ s :iox. ? 
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were answered, if at all? 

A Tax questions? 

Q Yes, sir. 

A i am just trying to recall — i would sty teat 
it was tiat Mr. Salgo had in his hands information from 
Mr. Priddle towards the end of t September which, as I 
recall, was the one cf the reasons which led up to the 
Sept mber 29th meeting. 

0 And this is 1969, is it not? 

A Yes. 

Q All right. 

When were the accounting questions set .-.led? 


1 really have — I have no recollection of 


that. 


Q What were the — 

A Settled I don't know whether they were ever 
settled or not. 

u What were the accounting questions? 

A Will, } am sure that the types oi questions 

generall;, wore the effect on assets, effect o.i profit and 
~ess earrings, rr.ther. 

Those .;vpe 3 of questions, air, Mr. Kismer. 

Q r:li, Mr. Flick, weren't you aware, in *,.he months 
cf May, uane- and ,u.ly, 1969, and even pricr tc Unit period. 
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Q Mow can you supply uc a time whan that tax 
basin was ascertained, with a reasonable degree of 
certainty? 


MR. Ri'AN: I object to the form of tie question. 


your Honor. 


THIS CCURTj Overruled. 

h 1 nct the i>est on a uo testify o.i thi 3 but 
I i.ndcrstand that that question is still not straights ied 


Oit. 


Q Hid you also testify on direct that at some 
time the tax basis to Bangor Punta of che railroad 
assets was not ascertained? 

A My beet recollection there — and 1 don't have 
the facts, only the conce;?t — was that it was shortly 
before thi3 meeting of September 29th that Mr. Pr icicle 
made a iCport tc Hsr• Saigo on this guesuion.. 

Q Mhen you say "shortly," are you talking in 
terms of a few days? 

A -’©s. That is my recollection: a few dv/e. 

Q i:.d yen nt any time, in Septemlmr, heoonc aware 

that Mr. lucchins was leaving for Europ: ? i?*, 

October e." 1969 jnv. wished the railroad ale to ue 
compi oiod ;y then? 

A Mr. Hutchins? 
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Q Yes, eir. 

A /to. I don't remember where he was traveling. 

41 

Q Hutchins didn't tell you that? 

A well, i don't — t just don't recall. 

Q Incidentally, did you have any type of regular 
contacc curing ths period May, 1969, through September, 
19697 

A Regarding what? 

Q Ragarcing the railroad negotiations. 

A I would say, regularly, no, because X, frankly, 
nad deputized Mr. Reames of the staff to continue the 
work, whatever work was going to be done on this matter, 
and so I usually got most of my information from Mr. 
leames. 


Q And this was during the entire period. May 
through September, 1969? 

A Well, I con't want to foreclose that soneone 
else didn't talk to me about it. Mr. Salgo, Mr. 
Wallace — 


Q Ho. I am talking only about your contact with 
Hutchins, l.rmaell!. 

A Well, certainly, I caw Mr. Hutchins from tire 


to time, but, as I say, I wasn't working regularly on tie 
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joint requests of Mr. Hutch!:*, and saigc? 

A We..l # they were really undertaken at the direc¬ 
tion of the board of directors. 

Q "id you state on your direct examination that 
you had not asked Reaaes to do this prior to August 
because you never thought there would be a deal? 

A I said there were a couple of reasons: 

No. l r x/3 were busy with other things; a ad. 

No. 2, you are right, I frankly didn't think 
t’.ere wc-uid Le any deal. 

Q //hat were the other things Realties was busy with 
prior to August, 1969? 

A keames was the tax counsel for the corporation 
and ha ha2 plenty of things to do. 

Q So that you rank ad this railroad matte:: low on 
the scale of priorities? 


A Practically the bottom. 

Q f.Ven though the board of directors had directed 
such studies? 

°* les, because I was also aware cf the facts of 
life within that corporation. 


Did anyens over suggest to you that >ai 
ar.g might iresul. in Pumaine saying that he V 3 £ 


ting sa 
no lonjcr 


inter.: rtud? 
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A I don't recall anyone saying that to ae, no. 

I don't reine/aber. 

Q During the time that you were at Bangor Punta 
and prior m the Dumaine offer, had anyone ever offered 
five mill .on dollars cash for the railroad? 

THE VITNESS: Would you read the question, 

please? 

(Question read.) 

i. Well, the only recollection I have now, ami 
it is principally, you know, by reading documents after 
the fact, and I am sure that someone mentioned it to me, 
is tJ.it there was another gentleman was making an offer 
for ;he railroad. 


Q This is prior to the Dumaine offer? 

A The one I am referring to, as I recall, I think 
I xjuld ueve heard about either just before or just after 
I went off or returned from military duty. 

Q So this was subsequent to the Dumaine offer? 

A It would be in August, September of l‘)G!>. 

Q Thee would be subsequent to the Dumaiiu; offer? 

A We:.l, you can characterize Dui aine whatever 
v/ay you went to. I am not joining in your clumotoriza¬ 
tion. 


Q Is it your testimony that Mr. Dumait.e didn't 
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make an offer for the railroad in 1969? 

A I nevsr talked to Hr. Domain., j he;j . d the 

reports before the board, to which I have testified. 

Q What do you recall hearing before the board? 

1 as referring ;ow to the Hay 21, i 969 , of ttM 

Bangor Punta beard of directors. 

A At the May 21st meeting, as I testified this 
rnorn.\rc, ir. oumeine — excuse tie, Mr. autchinf - ntnde 
a report tv, the board of directors in which he set forth 

at some length possible alternatives to what should be 
done wi.-a the railroad. 

I 

f 

One of them, of course, was to keeo it. 

» 

/mother possibility was to consolidate it with j 

another railroad.. 

i 

/Jiother possibility was to sell it, anc then ; 

in this cornection I hoiieve he mentioneo his discussions ^ 
with .'dr. Domains. | 

At this point, as I have earlier testified. 

Hr. Ealgo disa^ned. started asking questions, and at ' 

r-»ut tfcin .p<,int is when I was called then Iran the ' 

Riveting. j 

In it correct that at che Bangor Punta bosrd ! 

muting of way 21, .1969, Mr. Salgo suggested that Hut cl. ins ! 
pursue a counter-proposal to offer Mr. Ouiaaine 51 ;?er cert s 

r. J ;*V 1RN Q| STRICT ’.’CURT XzFORTi'kS 
'JMrr-c states .'curt i ou^e 
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of the 3cock of the railroad &t book value ad t.fe fc he 
be given an option to puiciiase the remaining 49 per cent 
at a higher value bo that hanger Punta would cc::e out 
with a total consideraticn of seven million iol..era rather 
than the fi. e mLliion? 

A That sounds ccrrect. 

0 The difference* was two ail lion del'.art. batveua 
Hutch:V ;3 and Salgc on May 21, 1969, is that ?ciroo.:? 

A No, I don't think that is so at £.11. <>nc;e 
ag/.irciii? was an effort by Mr. falgo vo exaicre 
ossibla alternatives and yor have to keep ±3 mind tha<; 

4 -lr. Salgo strongly di3liked lr. biaaaine and Ii . Ct.Tiaina 
strongly disliked Mr. Salgo, and Hr. Salgo really didn't 
want anything to do with Mr. Dumaine. 

Now let’s set the record clea on t.«at. 

Q bid Mr.Salgo state that his feslir.js lov/art 
Mr. Dumaine strongly affected his judge ant .*3 ic mis 
deal? 

f. X don't think that he said thrt. in th«= 1 o.ird. 

no. 

0 Wall, where do you get the inpr 3.1 slci. l f: rou J 
• A Just knowing the sxtaarlor frsn the p,-st. rela¬ 
tionships , 

THii COURT: Sentliman, \q i cr : going to ta c ; u 
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five-minute recess while i talk to sorle othec lwy<ro _ 
fRece js) 

C0UM: -i9ht, ilr. Kushner. . 

BY MU. XU.'jHMER: 

Q I4r - F.lick # right before the recejs jou 
referred to ill will arising from some prior exjaric:,c, 
between Mr. Salgo and Mr. Dur.aine. 

What were those prior experiences? 

A I. don't know that l ■’•ecai ■ haw, , 

j. _ecax.. having hoard «pec...fici 

o/ it. 

Q Js it correct that in September, lit 9, Salgo 
WttS WllUng to ag ree to a sale of the as,.t« to .vioskeec 

for five million dollars, referring to the. rail iced 
assets? 

A - think Hr. Salgo realized the. ho r id Imn 
pet in a corner by Hr. Hutchins am: Hr. ; oner trow and 
he didn't want a bad public situation dm in, the time 
that .m were at contest with Chris-Craft here, which 
certainly would occur, and so I jurt thick th.a; . £t.:r 
havin, received Hr. Priddle's analysis, that sort 

thir ‘ ? ' ; - ,ot l!£ telt « sale of a , feu. tntu «,• 

oircu.tstar.ce-i, seemingly with the twe ch: Ices hole. 

2 ercairly dvij.arv/isa ite.da much more renss. 

Q 13 youj 31swer m/ previous * «,st .an jtr, SJ 
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shall I have it read? 

* RYAH? I bolieve that answer v&s :ro6pons.Lve ( 

your Honor. 

I 

» 

i 

i*lR. KUSUKER: ’/our Honor, I can' !at.hxiu •*- 

■ 

THE COURT: In Se&tsmber of 1969 wes Salgo 
willing to sell the assets for five million dalle re? 

Is that your question? 

i4S. KUSHEER: T\\ Anoskaag. 

A In the last week of September I thi.ilt that was 

true. 


Q In refurring to this. September 29th nesting 
in your direct testimony you referred to a threat by 
Hutcnins and Robertson to resign. 

Did they 3ay that they regarded thin ac-.tcer 
rs a matter of principle? 

A Will, I think it was* a comb inac let. I think, 

as I recall, their statements were to the shat the 

board on September 9th hen approved the d ial z.i •; they 
had thq$ acted on that basis --to that e.::sn1 , .men, 

. yes, I guess it was a question of. principle. 

C Did they say that they would sooner zos.gr:. , t i.i 
reaeg^oa the deal? 

h I don't kx.ow tliab they used tho o v*trcln I neat, 
the statesent was there 
SDlTH/r 

1 . cO SVA T tS :OURT I * jU,F. 
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only wish to underscore that it is o:JLy >nvz o: it. 
Okay V 


Q \jo you think that the statement ns v s ken * 
me anfu.tly out of context? 

A No, I don’t think you would he unfair, ir. 
Kushoar. 

bo 

Q The statement that we are xeferri : 

''rie is a man of strong feeling and ge ca business 

judgment.” 


! 

i 

* 

! 

i 


Referring to Hr. Hutchins? 

A Yes, that's correct. 

Q Jo you recall whether while ytu v, =;:e at £&njci 
Punta e.ny committee prior to the Hutchins committee h.»d 
aver b:.en appointed to look into the dia;os .Act, of the 
railroad? 

A I do not have knowledge on* tfcVc. hat xo stake 
it another way: 

I have no knowledge of si.ch e coaniitas. 

Q Hava you any recollection of hsing present at. 
a nesting of ths Jangor Punta board of director 3 on 
August 7, 1969? 

A I am 3 uj.*3 if you will shew m* the. e minute i I 
can certain whether I waa then 2 or rot 


i 


I 

t 


i 

i 


i 

i 


i 

* 

i 


i 

i 

I 

l 
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He didn't say hi usant cash? 

I don't recall that he broke it down. 

I see. The tight price ctuld have J eer* in papar. 


A Securities, you nvean? 

Q Yes. 

A Oh, I'm guessing now, but I chink trau'* a loticai 


statement. 


Q 'Whether it's logical or net, do you recall Mr. !Jalj 
saying that at the August 7,.1169, weetinc? 

A Nc>. I do not have an. independent recollected 

of that. 

0 An< of course you have no independent recollection 
cf anything Mr. Salgo or anyone else said at that meeting of 
/ugust 7, 1569? 

I will limit the question: regarding ti c railvoal 
what anyone said regarding the railroad at the flargor Pun»a 
board of directors meeting of i.ugu 3 t 7, 1969. 

A Well, at this late d. r te I would have tc leu the 
record speak for itself, For. K:_shner. 

w You did vnrite the record, though, diii't you? 

A 1 wrote these minutes, correct. 

Q Did you testify on ycur direct exami latici that 
you received Exhibit 2, the letter from Mr. Hutchins cc 
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Mi.*. .Dun< : int da tad fiay 27, 1959, as a natter ou Infer aut-ion? 
A I believe I testified that lay best re xjI iscation 


was that at 3ome time after the fact I receiver — I a 
this. Right. 


Q \ftor the fact refers to — 


A After the date. 


Q Attar May 27, 1959? 


Yea. 


10 | 
n 

12 I 

13 
U 

15 

16 I 

17 !; 

ie S 



Q i’i.3 you ask Mr. Hutchins any quesiior > cbathat. 

le iter? 

A X donft recall that I did. 

Q Did you ask Mr. itobertuon any questions - a out chat 
letter? 

A fee, I don't remember that I asko 1 Mr Ronrrtsor. 
anything, no. 

Q Do you recall Mr. Robertson rpeak-ng to vn buccre 
the letter wa? delivered by Mr. Hutchins to y*. [Uline# 
about this letter? 

A Fell, he may have, but I b ?.ve r.o ide *ne. m•* ricc l- 
lection of it. 

a 

Q Tfhan you saw this letter, Exhibit 2. . id •*>* know 
whether or not it hal been signed*.* 

A ’Sell, I don't recall. This one y »u herded e ‘.s 
not signed.. X don't I didn't *— X can't renenbar whether 
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C At any subsequant time, did you know it? 

A Veil, I expect through in tie course cf this liti¬ 
gate sn, lr. :Cue liner, that this ’./as called to my attention 
sane time, surely. 

Q We are talking about the period subseruent to 
October 1969. 

A f: lbeequent to Octc’>er 2? 

Q No. When you say some time in .lie ccune c£ 

thin litigation, you are referring to a period "U.oseq. en: 
to Ccbjwr 2, 1969, are you not? 


? Ch, no. Chris-C'raft start?d litigation ..run before 


that. 


Q Are you able to recall the first time vou aid ::i <d 


A *:lo. I don't really krow when I Aid. 

Q Jo you recall that ilangor Punta's rag:! s nr.v; ion 

• tateraent for the general exchange offer fcv Pipe:’:? -shaft:: 
became effective on July 18, 1969? 

A T. do. 

0 Aid prior to July 18, 1969, did y u dlscuns with 
Mr. Hutcvins the st.*tu3 of hi3 dealings !!'.ou'rr.ii 

coxicerr* the railroad? 

A l don't recall than I. had any dir. :ussio.su > 1 th. Mm. 
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Q Aid pricr to July 18, IS 69, did ycu discu s: with 
Mi. Robertson the status of the darlings with Mr. D\v\vA ae 

l 

I 

regarding the railroad? 

1> Onto again, X just don't recall. You know, as 
you trobabJ.y knew, Mr. Robertson spent a good deal »>£ tine 
in Jiangor, Maine.. j 

i 

Q Mr. Frick, you refentd on a avmlnr of occa liorl 

t 

to the Eutc* 5.ns camp and oho Sa?gc cm -o. It it cor:h > 

thet Mr. Itacei toon wac in the Hutchins camp' 

A Ultimately. 


camp? 


liner, dxd you first find cut he wrar in the :.'utchi»»>: . 


Mr. Robertson? 


Q Yes,sir. 

A Well, I tnirJ; it was certainly brougiv hone to m; 
on September 29th. Frior to that tine, 2* real 1 / hr/:’t l.noke 
into it. 

I 

; 

Q And you hadn't been informed, one way or <) n cth?:*? j 

i 

A lio. I sure didn't ask anybody vioie or nr he wai 


Q *•> that you didn't aicr./ vhc was in ,v !:»:»>«• ;n;jp 

nr.d who war :Lr Hutchins' camp, e: rco.pt for the ii.r 

iHf.cti. 115 ! i! : .i 1 i that correct? 

A Oil, T thi-.k that a person has to know bev 1 .• a<« 


people are leeoing on any particular subject. 
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Q Wt.'.o-r- did ycu .;ncv; to Ije leaning towards the 3 algo 

camp? 

A Well, I think there were a good many people agzoed 
with lie. Salgr that we didn t knew the facts; the facts had 
to bn developed; and certainly there were z good army people, 

I Relieve, in that area, and certainly Mr. Wall acre vas of ! 

hat mind; Mr. Salgo wa3 of that mind; and certainly so was 

I. 

I 

Q And this was when? An of what time? » 

A Well, all during this period vre are talking about. 

Q Up to September 29, 3«>69? Subsequent fcc taat" 

! 

A Subsequent to Septe.nbe:r 29, 1969? i 

f 

Q I cm trying to fird out what you knew., 

A Wail, I think the whole matter —— C think the wiiole • 
matter became resolved between September 2!>th aac. October ’at 
and 2nd. 


Q So that your references we re up to So alerter 29, 

1969? 

A tJel.l, yea, because the thing closed on October 2::d. 

Q and you and Wallace, you say, vers lean ire towards 
tea Salcc- esarap? 

A tfe certainly were looking for the facto, yes, a y& 
in that re up acre we agreed with »ir. Salgo. 

Q You agreed with, him that the sale of taiiicad stock ! 

» 
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to Mr. L'ume.inc should rot go through? 1730 A 

A Vfe agreed that all the alternatives should be 
explored. 

Q Auo what were these alternatives? 

A Well, I have already named some of thorn. Do 
you want me to name them again? 

Q Ves. Please do. 

A A] 1 right. Spin-offs, uss of the dividend, 
possible consolidation with another railroad, sale ar<I lease- 
back, keep the railroad as it is, go ahead with :Lt. '. 7 hc 3 <: 
are some of the possibilities. 

Q As of September 29, 1969, what further exploration 
was necessary, in your opinion, regarding each of these 
alternatives? 

A Oh, I don't think that we had explored seme of 
themtery much at all. 

Q vThick ones are you referrirg tc? 

A ‘Jell, I don’t think that we had trike \ muci a ho it 
the spin— oil*. X, of course, didn't know of cLis jussiciE v/..th 
any — discussions at that time with any other r.iilr: 
that type :»f thing 

Q Hadn't Mr. f?utohins told ycu about that at the !Vy 
21 st meeting? 

A Mr. Hutchins told us what his opinion was. 

Q /aid you thought that further inquiry t/as necessary? 
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‘ A I certainly did. 

i 

Q Po i? it was up to ycu, the railroad sale of ti e 
atock fce i'aiaskeag would not ha^e been completed on .October J 

t 

; f 2 , 19/.D? 

I| i 

A 7 was no longer in that position. R wa3 a junior 


/ 'i 

* i 


v 


■’ ii 


mem/jer of the irianeigement, so to speak, and thin sort cf 


j ji decision wen — held already bee.n approved by the boa rd o: 




.•lirectors on Septencer 9 th, ant. so, unless a person :.n M* . 


10 


ji Sajgo's or Mr. Vfallace’s position stepped rhs traiacotioi , 


»1 -i 
i 

v 1: 

3 

14 

15 

* I 


IB , 

j 

19 !| 
?» 


it wouldn't have gotten stoppec. 

Q Mr. Flick, prior to .Tu.ly 16, 1969, did yon !:• -.ire 
of the largo: - Punt a directors c oncerning their vie re or: 
selling the .railroad for $5,001,000? 

A I i>er son ally did not poll the direct! rs. 

Q You did not? 

A I wouldn't, in my position. 

Q Yen, sir. Have you ar.y — 

MR. KUSH Whit: Strike that, please . 

Q Die. you evi?r receive: .infoimation as to tie reason 


2 ;{ Kr. Hutchins was chosen to head this comriittee to ..oik :.n o 
ii 

i: the railroad! 


i 


A 


3h ; I am sere that in — ci.cc -n in irm-Viu' 


2 -i material after the fact here, tut thin sort oi in - <-rcaai.i-n 

25 i hes come to ry attention, but if you are aski ng r.o in that 

S 
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v By form?..I resof. atiou at nesting of the joard? ; 
A I don't cars wuether j.t was resolution or 
consensus or vhr.t? 

•i How, incidentally, referring to mirute 3 of 
the aaeting of Kay 21, 19<>9 — 

MR. KUSHNER: Your Honor, that is finding * 

7o. 12, in Exhibit No. 21, at pages 17 and IS, 

Q (Continuing) — and referring you specifically I 

i 

to the very conclusion of the section under ‘Railroad ' 
it starts hare (indicating) — is it not. a fact fiat tha 
board of di rectors •uthorized approval of the rai lroad 
sale, eitiier by itself or by the exscutive Cajun ;ee? 

MR. RYAN: Please read that question, 

(Question read.) 

THE COURT: I 3m not going to take the witness' 

answer until there is read into the record what •: ho 
minutes are supposed to say, according to this rcvueti 
finding, and then you are going to ask the c iosiio:i on 
chat basis. 

Otherwise we will get into a 3«.\u.rt..c tattle. 

W.iat if the paragraph of the ac "wee iinii.ig that 

you w;-nt to read into tin record? 

ilit. KUf-HNZR: four Honor, 7. ware -o re-sd thw 

following paragraph. It is the very last paragraph on 

SObTHERM ^ISTRiCT G?LRT REPORTERS 
United States court Hows’: 

rOLEY SQUARE, N.Y., MY. 10007 TELEPHONE: COU'LANO 7 ^SB 




t. 


1734 A 


7 

8 
5 
1C 

" i 

13 

14 

K I 
16 

17 

.3 I' 

15 

1C, 


'& ; 


:£ !• 


<£ !. 

ii 


fr. <; 13 ' * ’vStU 21, cw ; Si.ctl.Orj 

il'^-rsz consider afcl- (iicnussion, :.t vj.ij ‘r. i 
cjr-:>:o 3 c f t he be«r:d . rut. «?:. Hutaain: sh >u.« i 
- ic ;;cauiate or. the -i: /5l par c:r*t 
-.ad Ly Mr. Sclqo J ut tart a-a iuta lv? 
autnority to negotiate tn thu basis of - salt: 
of AQG per cent ci the Uengo.. & Arons tack 
Railroad, oabject to further investigation n\ 
3 C.oourtJ«g aad tax ratifications of sue.* a 
transaction and approval by tie board o' di;._ to;* 
or the executive ccrraittee ci the j ard of 
directors." 

T.’JE COURT: What i? the quest.. >.il 

MR. KUUUNER: 5 oui-. Che report ~..T rs:aad i t. 

I E COURT: What is t.h.e question 'a at yo’ are 
putt,.-?-? ou die tuna of this qi.otoa nat** iai 

a -. KUiirRJER: Isn't it a ffe fc'<#u t ha boa id 

cf direito-.i at the May 21st ir eating at::fed .hat; :. r p.rov 

of tiit 'ai. ot the railroad oouid re don.: e.\.i-nr ' y the 
board i-aa.U nr •>/ the C-vocut ive oonraitt ;e o_ the 
boaro ? 

■ I E WITNESS: The /.rswer to yo i:; qi «*st.-.c • i . 
anscI /t’ilv* i ot. 
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Flick cross 173 5 4 

Q The board did rot confer such authorisation 
at the May 21st meeting? 
m . „ / 

A Mot at all because it says this ic subject 
to two very material qualifications: 

Iio. 1, subject to further investigation of 
accounting and tax ramifications of such a transaction, 
and, ho. 2, approval by the board of directors or tiis 
executive committee of -die board of directors — meaning, 
no deal. 
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Q Youara referring to the next board meeting 
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19 i 
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which would record approval of the prior meeting's 
minutes? 

A Yas, only the board could approve boarc 
minutes and so on. 

Q In it correct that Mr. Reames had Limited, 

if any, participation in the preparation of Ban-,or Punta'a 

regi.atrati.ra statairent for the general exchange offer for 
Piper shares? 

A I think that is a correct statement, Mr. 
Kus'iner. 

j 

Q V7:uld he have anything to do with preparations 
in ,ne Chre.s-v.raft litigation during the period May 1969 
to September 1969? 

A I doubt thf.t he did. 

Q You testified to a meeting sometime in July 
195H with A ir. Arning and othei- 3 . 

you recall that testimony? 

A I do. 

Q A«: -hal meeting aid you show Mr. Arning i 
copy of Ex ibit 2, the May 27, 1969 letter from Mr. 

Hutohim t. Mr. Dimaine? 

I ion t recall. 


Q Do yea recall what you showed Mr.Arning in the 

Jhm tt 

501 '^v' : rh cisrrrcr court** HpQfr err 
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contracts and other business transactions all the tins 


in which you keep them confidential. 

Q You did sign the registration statement 
which BiungOu Punta filed on -July 18, 1969, did you not? 


I’m sure I 


1HE COURT: 


rhat completejour examination? 


MR. KUSKNERj Yes, your Honor. 
THE COURT: Any other questions? 
MR. RYAN: No questions. 


THE COURT: I would like to ask a few. 


JXAMINATIOH BY 


THE COURT: 


To your knowledge, was Mr. Hutchins 


authorized by the board of directors to represent to Mr. 
Duraaine or anyone else prior to September 9 that the 
railroad stock v/ould be sold by Bangor Punta? 

A My opinion, he did not have that authority. 

Q To your knowledge, did Mr. Hutchins have any 

interests outside of Bangor Punta in the area served 
by the Ban.rcr ar.d Aroostook Railroad in Maine? 

A I’ra sorry, sir, but could you repeat that? 


Maine? 


!7:is he Maine oriented? Did be ha^e assets in 


Y?;s, sir, he did. 
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Q Were those ussets served in any way by the 
Bangor and Aroostook Railroad, to your knowledge? 

A Your Honor, I don't have enough knowledge to 
know that. 


Q Did Mr. Hutchins have a special interest in 
seeing to it that the railroad kept running as a railroad 
ratter than to be sold for the best possible price 
a>ailabje for the .issets, tc your knowledge? 

A I can't answer that because I don't knew 

the nature cf lii3 business that well. 

Q Do you know of any of the businesses that he 
was engaged in in the State of Maine or properties that 
he owned? 

A I understood at that time he was the head of 
the Dead River Company, but, your Honor, I never knew 
much about that coirpany. 

Q Wien did Bangor Punta for the first time 
decide that it would sell the railroad stock? 

A I think that that — I think that that was 
decided ric ; ht on the spot in New England on the date that it 
was closed. 

Q W tat was che date? 

A October 1st or 2nd, your Honor. 

G Did Bangor Puntn postpone the sale of the 

SOL Iff r?4 wISTftiC T COURT ScPORTEkS 
Sta t’KS Caj»T Heine 

ifDUAFE. *{.% hit. lltt' ?El£f»KC-*R: GO* 1-tYC »*45€T 





I’i.ck- cross 


1739 A 




railroad ov its stock to avoid disclosure of such 
n transaction in its registx'ation statement and prospoctus 
filed on July 18, 1969? 

A No, sir. 

Q Did tha lawyers, including yourself, or any one 

of them, for Bangor Punta or serving Bangor Funta advise 
Bangor Punta or its directors not to deal with Dumaine 
or anybody elEe wh^le there was a registration statement 
under consideration by the SEC? 

A I certc ir.ly did not and I don't know of anyone 
else who did. 

Q Would there have been any difficulty 

amending the registration statement pending in July or 

August 1969 to include a reference to a matter not already 
covered in the -filings? 

A Now, what time frame are you talking al>out? 

C At or about the time of the filing or shortly 
thereafter. 


A No, there would have been no difficult’/. 

vt;c from your experience in coiinection v/ith 

j 

such an amxr.ciment, what would be the time lag involved 
ir: 'jett;.n<r an amendment with expedited treatnent requested? 

A Living your people, in effect, work around the 
cJcck and loieng for expedited creatment. I'm sure that you 
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ace talking a matter of a few days; working days, that 


THE COURT; Does anybody else have any 


questions? 


CROSS-EXAMINATION 

BY MR.LIMAN; . . 

Q Did you ever consider selling the railroad fon. 

4 

just the scrap iron? 

A I never heard that discussed, Mr. Liman. 

Q All i ' the plans presumed a continuation of the 
railroad as a going railroad, isn't that correct? 

A I never thought about it that way, Mr. Liman. 

Q Did you ever think about it as being sold for 
socmjthing othur than as a railroad which would be operating? 
A I did not think about that. 

Q You never heard anybody else mention selling it 

for scrap value? 

A Woll, I don't recall 3 uch statements. 

Q As you sit here today? 

A As I sit here today. 

Mn,LIMAN: No further questions. 

'■'.171 COURT: Mr. Liman, are you mindful of 

the testimi. nv giver, by the witness Dumaine on the 

business a’-ou*. selling the assets? 
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BANGOR PUNTA CORPORATION 


CHRIS-CEAFT INDUSTRIES, INC. 


S.E.C. 


BANGOR P'JNTA CORPORATION 


69 Civ 2354 


70 Civ 3940 


New York, March 15, 1971; 

12.00 o'clock. 


Trial resumed. 


DAVID W. WALLACE, called as a witness 

on behalf of Defendant Bangor Punta Corporation, 
being first duly sworn, testified as follows; 

THE WITNESS: I reside at Deer Park, Greenwich, 
Connecticut. 

DIRECT EXAMINATION 
BY MR. RYAN; 


duration? 


• Wallace, could you please relate to us your 


I graduated from Yale University, School of Engineer¬ 


ing, and graduated from Harvard Law School. 
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Kid are you admitted to the Jar? 
^es, sir. 
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Q Will you please relate to us your employment back- 
gro'md since law school? 

A Whan I graduated from lav school I was employed 
by the New York lav, firm of White s Case. I left white ( 

Case in 1945 to become general counsel of Alleghany Corpora¬ 
tion. I became executive vice-president of Alleghany 
Corporation. I left Alleghany Corporation in 1959, became 
employed by the then AMK Corporation in I960. The name 
was later changed to United Brands Corporation. 1 left 
there as - I was chairman of the executive committee and 
executive vice-president. I left there and in 1969 became 
president of Bangor Punta Corporation and chief operating 

officer. i„, i think it was, mid-1969, I became chief 
executive of Bangor Punta. 

Q And are you still chief executive of Bengor Punta I 
Corporation? 


I am. 


Q Ncv, Mr. Wallace, I diract your attention to May 

8, -1969. on that data did you attend a meeting at the 

offices of the Chadbourne firm in New York? 

A Ye 3 i did. 

0 Could yoi please relate to us what occurred at 
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that maetinc? 




A We net at the Chadbourna firm with a representative 

* 

cf First Boston Corporation, various members of the Piper 
family, various — an assortment of lawyers representing all 
interested parties, and we proceeded to work on the drafting 
cf an agreement between the Piper family and Bangor Punta 
Corporation whereby the Piper family would sell approximately 
501,000 shares of Piper Aircraft ctock to Bangor Punta. 

Q i>o /ou recall anything further which-occurred 
at that meeting? 

A Well, we concluded the agreement, and I believe 
it was signed at that time. 

Q Were there any discussions concerning the con¬ 
sideration portions of the agreement? 

A Well, yes. I met the evening before with Mr. Laeri 

of First Boston specifically to discuss the consideration 

portions, and then and that vas when I thought we had 

agreed on a proposed package for the Piper family, and I then 

went, the next day, to the offices of the Chadbourne firm, 

and at that time the family expressed a desire to see the 

package increased somewhat, and I believe that we increased 

the number of warrants from 2 to 2.2 warrants per share of 
Piper stock. 

Q Nov, was there any further discussions at that 
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meeting thnn the discussions concerning the preparation of 
the final agreement? 

A Well, when Mr. Laeri and I met the evening before 
at my home — I then lived in New York City — I recognized 
that we would probably have to put out some sort of press 
release concerning an agreement, between the Pipers and my¬ 
self end Bangor Punta — excuse me — and I called Mr. 

Jack Milne.who was then our vice-president of public 
relations, and told hint to be at my office first thing in the 
morning, because I believed we would be having an announce¬ 
ment to make concerning Piper. 

a then met at the office before going down to the 
Chadbourae firm with Mr. Milne and Mr. Flick, who was our 
general counsel, and we had, I think, made a draft — really, 
Mr. Milne in cooperation with Mr. Flick and myself — 
cf a press release. Phis draft was then discussed at this 
meeting at Ciiadbuurne Park and gone over, of course, not 
only by our lawyers but the lawyers from the Pipers and 


First Boston people and so forth. 

» 

C Anc. do you know whether that press release was 
issued? 

A Yet; it v;as issued. 

Q You authorized its issuance, didn't you? 

A Certainly. 

i 

I 


SOUTHERN 01 STRICT COURT REPORTERS 
Unit go States court House 

pole? Souarp, N.Y., N.Y. KXXJ7 Telephone: ODhtlano 7-45h1 



I 

I 


I 

I 

I 

I 


•i 

3 H 

4 

5 

6 

7 

8 

9 ’] 

10 
1) 

12 

13 

14 

15 

16 

17 

18 

19 

20 
2! 

22 

23 

24 jl 

25 •: 


pp Wall act -direr.': 1745 A 

Q Now, do jou recall having any conversations at 
about the time of the execution of the agreement between 
Bangor Punta and the Piper family concerning a corporation 
or a company known as Bay Securities Corporation? 

A At what time, sir? 

Q Subsequent to the execution of the Piper family's 
agreement. That would be after May 8th. 

A Discussions with whom? 

Q Anybody. 

A Yes; I do recall. j 

Q Do you recall when you first had those discussions? j 

A It was some time subsequent to May 8th and would 
have to be before May 23rd, when we visited the SEC. So I 
would say Jt would be some time early in May but after May 
8 th. 

Q With whom did you have such discussions? 

A Well, I believe at one time it wa3 a Mr. Korey. 

It may ’-ave been someone else, but I believe right iow, 
my recollection right now is that Mr. Morey called end offered 
us a block of Piper securities, and I believe I discussed it 
with Mr. Flick and then bought it. 

Q And did you ever have any discussions with Mr. Salgc 
conceruir-g Bay Securities Corporation? 

A Well, IV sure I told Mr. Salgo eJuout the purchase. ! 
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That would be ny normal habit. 

q r«id you c vo:: beve any conversations at or about 
that tin 2 with Mar. Salgo concerning ISI Corporation? 

h Well, ur. some time around that time I had some 
discussions v/J.th !lr. Salgo about ISI, because ISI was 
involved ir. a transaction that we were engaged in whareby 
Bangor Ponte was t c, buy the Crossman Arms Company. They 
manufacture air rifles and carbondioxide guns and are ^ocated ( 
in u;j-3tate New York. And in connection with that we were 1 

I 

i 33 uing a new preferred stock, and to assure the seller 

» 

of a value in the new preferred I believe there was some 
kind of put and call arrangement. Now, that's subject to 
my being refreshed. And Fir. Salgo had visited with ISI 

and made arrangements for ISI to give a put to the — to 
Fir. Philip Hahn, who was the seller and had a call, also, 

I think,on the attack, and the negotiations with Crossmrn 
he.1 jeer, going on for 9ome time, and tb*»y were having 
it */as £ considerably rocky road, ? as concerned really 

. 

whether or roc there wa^ still a do *e deal here vij—a—vis i 


net onlv Crosuman but ISI, and I think I spoke tc Mr. Salgo 

about this whole situation. 

0 Do you knew whether there was any relatiorship 

between ISI Corporation and Bay Securities Corporation? 

25 Ij A Do I nov '.now? 

| 



I 


i 


I 

\ 
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1747 A 


3 || A I think that — my recollection is that I knew 



there was some connection. I subsequently learned there 
were a wholly-owned subsidiary. 

Q Now, you testified you had a conversation with a 
Mr. Morey, and he offered you soma securities. You were 
referring to Piper securities? is that correct? 

A Yes. 



t 
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| ° Did y °' 1 hsva conversations with „ r . 

J itorey ° r “ y ° thBr re P re£ entaclva of Bay securities con- 
, cerning Piper securities? 

j » I believe we bought either two or three blocks of 

Piper securities fro* Bay Securities. Those transactions 

j " ay *“ Ve betn C ° miUCted b * "»■ they may have been ccnducteu 
I by Mr. Flick. i am not eure> In any event> T kncv we 

j did have a series of transactions. 

Q During the period immediately following tie 
execution of the May 8th agreement, did youlav. any conver¬ 
sations with any representative of American Securities 
Corporation? 

A Yea, I did. 

0 Do you recall who you had that conversation with? 

A No, i don't. 

0 Do rou recall approximately when you had the con- 
' versation? 

A Again, I would put it in the same frame X did the 
Bay Securities transactions. 

o would you tell ns the substance of those discussions 

A Sim.iar — r think it was a block of 20,000 shares 
Offered to us by American Securities. Mr. mclc hae glve „ 

- some guidelines os to what we could and could not do and 
I think I talked to him and ha felt it fitted within those 
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guidelines and we bought it. 

Q Did you know at that time what business American 
Securities was engaged in? 

A I believe American Securities principally represent* 
ed the investments of the Rosenthal family. 

Q Do you recall having any discussions subsequent 
to execution of the May 8th agreement Governing any 
securities. Piper securities, owned by Fund of Funds* 

A Yes, I do. 

Q Do you recall who you had those discussions with? 

A Well, at various points, with Mr. Salgo and tith 
Mr. Flick. 

Q Do you recall approximately when you had those dis¬ 
cussions? 

A Well, right after the signing of the agreement wivJi 
the Piper family we had an executive meeting of Bangor Pu.\ta 
Corporation, an internal meeting, on the securities, and 
that was held out at Phoenix, Arizona, and Mr. Salgo left 
that meeting early, I think on a Sunday morning, and Mr. Flic) 
was than working on the Piper transaction, and so they left 
tha meeting early and I stayed on and I think it was that 
Monday morning Mr. Salgo called me and said that a 4r. 

t 

Friedman had called him and asked if we had an interest 
in acquiring the Fund of Funds block of Pipar stock, and 
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| Mr. Salgo asked me how I felt, aid I said I thoaght >« 3 hould 


do it. 


Cf Did you hiV€: any further discussions concerning 


these shares? 


j I 

A I had told Hr. SaJ.go I wanted Mr. Flick to handle 
it bacauce of the fact- that he was most knowledgeable of 
botli the background arid of the lav’, and so forth, and I believi 
;j that the negotiations were then turned over to Mr. Flick. 

Q Dii you have any conversations with Mr. Flick 
concerning these shares, if you recall? 

A Well, I probably had some in the United Spates, 
but I recall very clearly a conversation I had about midnight 
when Mr. Flick was down in Nassau negotiating with these 

I people. 

Q What was the substance of that discussion? 

f 

A Mr. Flick called me to say that ha had oretty well 
I 

| .traded out a deal with the Fund of Funds but now they were 
1 asking, as kind of a sweetener, thatve thro* in the leasehold 

il 

! that Bangor Punta held at 405 Park Avenue. You see, at this 

[ 

j point it had been publicly announced we were moving our 

‘corporate headquarters from New york City to Connecticut and 

j 

! at this time the real estate market in New York vas such 

; 

j' that that issue was a very advantageous lease and tuay were 

| 

j; seeking to have us transfer it at no cost to them to I0S, 
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or somebody like that, and 1 told Mr. Flick that I was not 

t 

going to be subject to that kind of nonsense and to forget 
the deal and if that was a condition of the deal, to pack 
his bag and come home and not do it. 


Subsequently Mr. Flick called me and said they 
had waived that requirement and he had closed the deal. 


the Fund of Funds shares? 


A Hr. Cornfeid called me on the telephone, and X 

believe that would bo the day after Mr. FUck had been down 

to rassau, and he was on his way heme and Mr. Comfeld called 

me up, ha was in New York, and he said X had taken unfair ' 

advantage of his people in Nassau, that ha also had under-' • 

• % 0 m 

# , 

stood that this 7 ease should go with the thing and that his ’ 

0 #, • 

people had somehow dropped the ball. . 


said X had never heard of this until Mr. Flick 


had called me up and if he didn’t deliver the shares, X juld 


A About the Fund of Funds? 


A Wall, I rnard a lot in the office about it. I 
w.n* rot diractly concerned, but evidently there was a lot of 

technical problems in closing it, because, you know, for some 
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reason they would only negotiate in Nassau and would only 
accept payment in London and Geneva and there wae a lot of 
arranging between our banks, and so forth and so on, and 
Z heard all of that. 

Q I will direct jour attention to around June or 
July of 1969. During that period of time do you recall 
having any discussions with anyone at Bangor Punta con¬ 
cerning purchases of Bangor Punta securities by John Hancock 
Company? 

A There was a time when Mr. Milne came to me,and 
I can't tell you when it was, but I would say some time in 
that June or July period, and said that cn the transfer 
sheets he had noticed that the nominee of John Hancock had 
bought a considerable amount of Bangor Punta securities, and 
I believe it was the common stock, 

Q When you 3ay transfer sheets, what are you referring 

• to? 

A Well, yon know, the transfer agent of a company 
will send, on a weekly basis, or something, sheets of the 
people that transferred their shares out — 

0 The stockholders lists? 

A Yes. 

THE COURT: It is not the stockholders lists, it 
is tlic current transfers. 
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* the economic outlook 


cussions 


THE WITNESS; These are discussions I had with 
ray board not with ray board, but with the directors at 
this November meeting. 

A I felt that in view of these factors, tight moi 
for instance, another area *•- we were a highly-borrowed, - 
highly-levoraga company, and all indicated x/e siiould give 
thought to selling some of our operations and % felt alec 
we ware in a difficult economic period the chances of ova 
realizing the full value — not the full value,, .but thd £ 
carrying charge of some of these operations might be 
questionable and there was a great discussion and I think 
out of that we wrote dovm anna _. _ . 
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executives at Bangor Punta concerning a possible disposition 

° f th# Ban9 ° r in the Bangor and Aroostook 

Railroad? 

A You want what happened Lti arjy 1969? 

Q That's right. 

A in early 1969 I believe I had some conversation, 
with Hr. Salyo. possibly with Mr. Flick, but certainly with 
«*• Salgo, concerning our reaching a solution to the Bangor 
^ Aroostook Problem, which was really a continuation of 
discussions held in 196B and 1967 . 

Q Did participate in any previous discussions, that j 
Is, discussions previous to 1969, concerning a possible 
disposition of Bangoa Punt a '3 Interest in the B.A.P ..7 ‘ ' 

* I can’t recall erectly the dates on it, but x’% 

recall two discussions. The fir** 

ine rirst discussion would have • - 

keen an idea to put the Bangor and Aroostook, the Paine ’ . 

Central, and the Boston and Maine Railroads into ore package 

end have a Mew England railroad system - it „i, ht fcave been 

« NOW England railroad disaster - and tie other discussion 

we had was, I think, i„ cid-l 968 , when discussions were hsd 

With Mr. Dianaine and also with a man from President Nixon’s 

old law firm, Mudge, stem, who was then representing th. 
Dsiawaro « Hu son, about Bangon Punta Corporation scguiring 

the Delaware a Hudson Corporation, which in turn cued the 
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Delaware & Hudson Railroad, and at that tine the idea of 
putting the Delaware £ Hudson and the Bangor and Aroostook 
together was discussed. 

THE COURT: you didn't say what year you had this 
idea or talked about putting the three railroads together 
into one system. 

THE WITNESS: It wasn't ray idea, but i 4 ; was 
discussed, your Honor — I became employed by Bangor in 
raid-Jlay, 1967, and it would have to be some time after that. 
As I recollect it. Incidentally, there was a story on this 
in the Wall Street Journal. That might help pinpoint it. 

Q Lot's go back uo the conversations you testified 

to before with Mr. Salgo. Would you please tell is to the 
best of your recollection the substance of these discussions 

you had with Mr. Salgo in early 1969. Can you fix the date 
first? 

A I am afraid I can't, unless you have rome way of 
helping me on it. Well, it would be 1969, certainly in the 
January-February area, would be ray guess. 

Q Would you tell us what those discussions were? 

A Those discussions pertained to the possible either 

spinoff or rights offering to the stockholders of Bangor 
Punta of the railroad company, and we discussed it, I think, 

maybe on several occasions but nothing really came of it. 

southern district court reporters 
UNI ted States court House 

FOLFY SqUmRF, N.Y., N.Y. 100,7 TELEPHONE: CORTLAND M560 







®P Wallace-direct 1756 A 765 

Q Subsequent to those discussions do you recall what 
next happened at Bangor Punta concerning a possible dis¬ 
position of the B.A.R.? 

A I think it was a directors meeting — whether 
executive or board, 1 am never sure — on April 1, where Mr. 
Salgo raised the question of the possible spinoff, or 
sale, to Bangor Punta Corporation stockholders of the 
a very lissted discussion arcse between Mr. 

Salgo on the one hand nd Mr. Curtis Hutchins, a member 
of the board, on the other. 

Q This is the April 1st meeting where Mr. Hutchins 
had this discussion? 

A No, excuse me. Mr. Hutchins wasn't there, the 
April 1 meeting. There was a discussion of — strike that. 
My recollection was bad. Mr. Hutchins was out of the country 
then. A committee was appointed to look into this whole 
question and the reason I might have said Mr. Hutchins is 

because Z believe at this meeting we appointed Mr. Hutchins 

, .. . Zefik. 

to the committee, along with Mr. Sle* and Mr. Stone. 

0 Did you attend that directors meetina? 

A Yas, I did. 

• • 

C whnt next occurred, to your recollection, con¬ 

cerning the E.A.R.? 

• * v*' 

A The next thing that I could recall would be a M*/ 

21 meeting. There had been some discussions, incidentally, 
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in the office, in the interim, on this whole spinoff idea, 
and so forth aid so on, and I am sure that at some point 
someone, probably Mr. Robertson, briefed Mr. Hutchins, on 

his return, that he was on this committee, but at the May 

• •• M 

21 meeting Mr. Hutchins raised the question of selling the 
railroad to Mr. Dumaine, more correctly stated to Amoskeag 
Corporation, a corporation controlled by Mr, Dumaine, and 
ic was at tnat meeting tnio heated disco^ion developed 
between Mr. Hutchins ar.d Mr. Saiga which I incorrectly 
placed at the April 1 meeting, but it was at the. May 21 
meeting. 

Q Will you tell us further your recollection of what 
was stated at the May 21 meeting? 

A Well, Mr. Salgo has a deep and abiding aversion to 
Mr. Dunainc growing out of p number of transactions, soma 
of which I am familiar w?th, some of which I am not — 

MR. LIMAK: Did he state that? 

THE WITNESSYen, very vehemently — 

THE COURT: Please, don't accent any interruptions. 
You will be cross-eraiiined extensively. 

O "Jill you continue on? 

A I sm sorry, I sort of lost the thread of what I 
was saying — , 

THE COURT: You were at the point whore there wss 

• • 

• 
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a deep and abiding difference of opinion because of some 
background. 

A Yes. Mr. Salgo and Mr. Dumaine are not what I 
would call admirers of each other — 

Q Can you tell us what else you recall occurred 
at that meeting? 

A Me. Hutchins' proposal, I would say, could fairly 
be characterised as a surprise. I may have had seme knowledg 
of chat before the meeting, but it certainly was a surprising 
turn of events because the committee had bean originally 
constituted to study the proposals on April 1. In any 
event, Mr. Salgo stated at the meeting that was obvious 
to him that ve had net developed sufficient information to 
make an intelligent decision on the sale of the railroad and 
a great deal of accounting and legal work had to be done and 
Hutchxns' committee should make further ih^estiaations 
and study. 

Q Do you recall whether anything further occurred 
at that meeting concerning the B.A.R.? 

A Ho, I do not. 

0 'What next occurred, to the best of your recol¬ 
lection, concerning the possible disposition of the B.A.R.? 

A As 7. recollect, Mr. Flick pretty much took over 

as far as the corporation w&3 concerned arf^assignec* wr of 
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his people to study this, but, in the meantime, we had a 
great deal of pressure on us: this Crossman Arms trans¬ 
action X referred to before was becoming more and more 
sticky and a great deal of time was being spent on it 
because we had decided we did not want to acquire Crossman 
Arms and thera were some problems, as X recollect, concerning 
Manati s Francisco, and I recollect also, of course, the 
whole Piper situation was taking a great deal of my personal 
tiraa. 

Q Dc you recall attending any meeting, Mr. Wallace? 

A Ye3. I recall several meetings subsequent to 

this directors meeting. I recall being at a meeting in 

• • 

which Mr. Salgo had brought in Mr. Hans Frank, an attorney 
here in New York, in whom Mr. Salgo has a great deal of 
confidence, as do X, and, in effect, charging Mr. Frank with 
investigating the tax aspects of any d’sposal program for 
• the 9.A.R. I would say this happened either in late fiay 
or early June. Then there came a time, I believe, when Mr. 
Hutchins and Mr. Salgo, Mr. Flick and myself, met and I 
think we talked on the telephone with Mr. Wkeelei? , who was 
the partner of Peat, Marwick & Mitchell and in charge of 
our accounts, and determined we had too much of a work load 
at the present time to conduct further studies and investi¬ 
gations because it involved the legal people going to the 
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ICC# up to Maine t and the ta* and accounting people really 
going back in the books md records of the B.A.R V back to 
the turn of the century, I guess. 
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Q Do you recall approximately when that meeting 
took place, the meeting with Mr. Hutchins, if you can? 

A Sometime in June, X would believe. 

Q Now what next occurred concerning the possible 
disposition of the BAR, to the best of your recollection? 

A X am just thinking right now. 

Well, X know that it wa3 tabled then fcr quite 
a long period, vhon nothing wao being dona on it, and then 
X Lalieve that sometime in the latter part of August of 
1959 Mr. Flick xoid me that Mr. Hutchins had been urging 
him to get going on these studies. 

So I said to John Flick to go ahead with it, 
that as far as I was concerned, X didn't want that to 
interfere with any of the things like Piper, and so *orth. 

And then Mr. Flick proceeded to work on it, 
through his people, Mr. Reames and Mr. Priddle. 

Q Hr. Wallace, do you recall that the Bangor Punta 
exchange offer to the Piper shareholders opened on July 18, 


1969? 


A Yes. Approximately that date, yes, I would 


Q Prior to that time do you recall, having any 

discussions with First Boston Corporation or representative 

tcincur «V¥\c, 

of First Eoaton Corporation neelafcina lathe BAR? 
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A Well, there were & whole series of meetings at 
our Jx>ard of directors* room at 205 Park Avenue, where the 
registration statement was being worked on and problems 
connected with it — it was sort of a general kind of a 
clearing house, and lawyers for Piper and Piret Boston, 
et cetera, were there from time to time. 

Quu I dr* recollect a meeting at which I believe 
iir. Flick and myself and Mr. Laeri, Mr. Arning where we 
did discuss the railroad and the possibility at some point 
that. ajfcitc&haLr.ge would be made yn our holding of the Bangor 
& Aroostook; 

Q Hr. Wallace, I show you Defendant’s exhibit AA 
for identification and ask you have you e\er soen that 
document before. 

A Ye3, I hdva seen tills before. 

Q And when and under what circumstances have you 
soon this? 

A Well, I would 3ay it came in approximately at 
tite date indicated, August 7, 1969* 


I see I am marked for a copy, and I am sure I 


read that. 


Mi?.-RYAN: I offer in evidence as Defendant'e 

asthibit a one-page memorandum for Mr. Realties to various 

executives, including Mr. Wallace, dated August 7, 1969. 
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1 . 

2 

^ ^ Wallaco-diroct ' *. ♦ 


3 

j HR. LIF'MU i have no objection.* * * 

If 0 y • . « y ^ 


4 

THE court, Received. . 4?; • '•*> 

• * • # .« r 

9 

# 

X 

5 

I4R * RYAN* i believe Mr. Kushner is looking?*.. 

• 

* 

6 

!; at it. . • • * 

■* 

% 

• 

• 

7 

HR. KUSHNER, No objection. ' ‘ O* 

• * • .*** i ^ 

• 

6 

| (Defendant-.*, Exhibit M for identification' 


9 

J received in evidence.) 


1© 

Q tte. Wallace, subsequent to your conversations with 



tfr. Flick sometime in August in which he ;old you that he 

1 


12 

had resumed the instigation, or hi. staff „as continuing 


13 

the investigation of the BAR, that next < warred, to the 


14 i 

best of your recollection? 



A Kell, there was a great deal of worn Being done 


16 

-n the ofsice on this, and I was aware of it. At one 


r/ 

point, I would say mid to the latter part of September, 


ib 

Mr. Priddle reported back to us, and x can remember being 


19 

at a meeting where Mr. Priddle presented to us his finding. 


20 , 

aa to the possible tax basis of the asset, of the railroad 


i 

2t i 

and the possible available — availablenes . of ther e assets 


• 

22 

in tha creation of a usable tax loss. 


23 

Q l show you Defendant •. Exhibit V for identification 


24 i 

and ask you have you ever seen this memorandum before? 


25 1 

A "us. X believe 1 saw this at seme point. 
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that'* my present recollection 
were other documents, and we w< 


THE COUilT* 


were what? 


finish your sentence 


xh£ WPiTitsiS * This and other documents we: 
: tildt swetiag. when we, ci3cussed this situation 
»uld bo • • I can't say what date it was. I mean 
would be in September. ' 6 h. 


Q Ant? did you read it then or 
documents that was being discussed? 

A I am sure 3 : read it. 


- --j, , x was — jny rsei ingg a * t.^at 

point were that I wanted to make sure. All along 1 felt 
tha«. there hc.d not been an adequate development of the 
Bangor & Aroostook I mean the tax basis of those assets 
and I wanted to ma>;o sure that there was an adequate and 
competent study being made, and that was my chief reason 
for aitt-ing in on this meeting, 

Q When you say you wanted to oe sure a study was 
being made, you didn't make the study that is reflected 

in this Document — you. personally. David Wallace? 
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A No. This study that is talked about here 
was being made principally by Mr. Priddle and being assisted 
where he needed assistance by Mr. Reames, and neither 
°* these gentlemen reported to me but reported to Mr. Flick, 
* believe that probably Mr. Galle, who is our chief 
fi n a n cial officer, was involved in, you know, giving them 

• 

a little more expertise. 

MR. LIMAN: if the offer is for the truth of 

wiaat the document assetus, I will object. Otherwise I 
have no objection. 


THE COURT: Mr. Kushner, what is your objection 


based on? 


HR. KUSHNER: My objection is that this memo¬ 

randum is an opinion of an accountant who was assigned 
to inquire into this problem, and I don't think that the 
memorandum can be understood properly without the account¬ 
ant's testimony. 

I would add, your Honor, that there is a deposi¬ 
tion of Mr. Pridd 1 *, and I certainly won’t object if the 
deposition is offered into evidence along with this 
memorandum of September 10th. 

TEE COURT: First of all, I don't believe thip 

is an opinion. This is a report of a visit to Washington 

to inspect the railroad's records on file for the period 
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2 

I 1 " U1 ° ffer U on that All I am going to show 


3 

4 

9 

6 

I la the state of mind of Bangor Punta in 19«9. That*# the 
relevance of that; document# 

TH8 COURTi This is what came before the operatin 


w 

7 

! officials. 

v,;* • 

*. t • • t • * 


8 

MR. RYAN: Exacdy. % * ... 

| . v * 

» 

9 

I MR.auSHNERi On the basis just stated by Mr. •** 


10 

Ryan, i withdraw xuy objection. _ * 


11 

j THE COURT: All right. Received. • *. 


12 

(Defendant’s Exhibit Y fr identification /-V* .* 


13 

received in evidence.) *T . * 

* ,1 ’V •’.* 

. * *.\S * . 


M 

BY MR. RYAN: * */•'-. ‘ * 


15 

Q I show you Defendant’s Exhibit Z for identifies- j 


16 

tion, which is a five-page accounting report, and ask you 


17 

have you ever seen defendant's Exhibit Z before. 


18 

A I have ueen this typewritten report before. I 


19 | 

believe when 7. first saw it it was in pencil form. 


20 

Q Do you recall when you first saw — 



A About — 


21 



22 i 

0 ■- either that report or the handwritten re¬ 


port? 


23 



24 ' 

Wau * * hes ® reports would have been seen at 


25 

aLout the sent* time when wo were discussing this -mole 
situation in September of 1969. 
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Q Are you referring to — 

A X can’t give you an exact date. 

0 Are you referring, though, to the meeting with 
Mr. Friddle that you testified to before? 

A Probably. Probably. That is my recollection 

now. 

• • 

Q That is your beat recollectionnow? 

A Yes. . •** 

MR. RYAN: I offer Defendants Exhibit z for ** 

identification in evidence. ... 

MR. KUSriNRR: Your Konor, may X ask a question 

on the vcir dire? 

.» 

TfcE COURT: yes. 

MR. RYAN: Again I only offer it to shot? the ’ 

state of mind of the executive* of * mgor Punt* ir. September, 
1969. 

MR.XU3HMER: With that in mind, your He nor, it 

seoms to me ray question would be quite helpful. 

VOIR DIRE EXAMINATION 
BY MR. KUSHHER: 

Q Mr. Wallace, you said that you couldn't fix the 

day when you had this meeting with Mr. Priddle. Can you 
fix the week? 

A All i can tell you is that theso meetings occurred 
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THE COURT: At all events, I take it that 
nobody has any objection to the offer on the basi on 
vhioh it is offered, is that right? 

MR. KUSHNER: Your Honor, understanding the 

basis on which it is offered, as limited to state of wdl nd 
of Bangor Punta, X won't have any objection. 

THE COURT: Received. . , . . 

- . 

(Defendant's Exhibit Z for identification 


received in evidence.) 


* 

• IT * 


BY MR. RYANr 


Q Now, Mr. Wallace, you testified that you, •V 

m ' 

subsequent to eeeing Exhibit 3 for identification, had" 
another meeting concerning tha BAR? 

A Yes. Wa had a meeting in Mr. Salgc's office 
on September 23rd. 

Q Are you certain that it was September 23rd? 
Wasn’t it September 29th? 

A oh, excuse me. I don't know where I got — 

Sentemjsi. 29th. You are right. I never thought I 

would forget that date. But that's all right. 

Q Do you racall who wns present at that maeting? 
A Yes, There was myself, there was Mr.Flick, 

Mr. Robertson, Mr. Hutchins, tMr. Salgo, and X think Mr. 


Galls. I know Mr. Preiskel. 


I know Mr. Wheeler-of 
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Peat,Marwick was there. 
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Incidentally, Mr. Preiskel is a partner of Bans 


Frank. 


Let's see who else. 

I don't think Mr. Reames was there. 

That's all I can recall. There may have been 
others but I can't recall them. Now that's all I can 


recall. 


Q Can you tell us to the best of your recollection 
the substance of discussions that took place on September 
29th? 

A Well, the substance of the discussion — Mr. 

S^go wanted to review the findings of Mr. Priddle and 

Mr. P.eames and, of course, of the Hans Frank firm, and 

the meeting was started by this — with this format: 

We had Feat, Marv/ick there for questions, and so they 

also could be part- of the discussion. 

And each — these findings were reviewed. Mr. 

Preiskel made the statement that they had been over this 

and that they believed there would be, if the assets of 

the Bangor & Aroostook was sold, a substantial tax loss 

would result, which '.could be used by the Bangor ?unta 
Corporation .‘n the future. 

Q And dc you recall anything further that was 
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discussed? 


Wallace-direct 


A Well, Mr. Hutchins, I believe, said that this 
was all very well, but if this was a method of not con¬ 
cluding a transaction with Mr. Dumaine, that he was going 
to resign from our board of directors and publicly state 
his reasons for resignation. 

And Mr. Kooartson said that he concurred fully 
with Mu:. Hutchins* point of view and that unless iir. Salgo 
and to soma extent Myself would be more cooperative, that 
he vras going to resign also. 

• * e 

Q Do you recall any discussions? . . * - 

A Will, at that point the meeting was pretty heated, 
acd X said to Mr. — Mr. Salgo started to say something 
to Mr. Dumaine — Mr. Hutchins — and I said to hr* Salgo: 


meeting. ! 


’’book. Let me take over and let's conclude this 


And I then suggested to Mr. Hutchins that Mr. 


Hutchins and Mr. Robertson and I talk, and we did, end ve 
subsequently had lunch that day with Mr. Harry Cols end 
Mr. Buck Dumaine at the Union League Club, I believe, ard 
Mr. Dirnaine — Mr. Cole livas at the Union League Club. 
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Q And then, follo/ing that meeting, which was 
kind of incoherent, 1 went back up to Greenwich and Z 
then was in conversation with Mr.Salgo. And that 
evening, in keeping with a promise Z made to Mr, Salgo, Z 
polled my board of directors on the whole Bangor & 
Aroostook situation. 


last — 


iift. LIMANs Z couldn't hoar what you said at the 


THE WITNESS: Polled. You know, like taking 


Q What ney.t occurred. Hr. Wallace, to whs bast of 


your recollection, concerning — 

A You mean what happened on the poll? 
Q Ho. What next occurred? 


A Well, let's see. Then the next — m«ybe it was 

the next day. It must be the 29th. The next day or the 

: 

^ • * * - • 

day after there was a meeting between Hr. Hutchins, Mr. 
Robertson, Mr. Sa.'.gc, Mr. Flick and myself, i.' which, 

realizing that ray beard fully supported Mr. Hutchins and 

• »• 

Mr. Robertson's point of view, we ware then anxious to 

rate the best possible deal with Mr. bunatne, and Mr. 

Salgo and I requested certain conditions in my agreement 
reached with Hr. Dumaine. 

Then 1 think it was October l3t or 2nd, Mr. 
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Robartson and Mr. Hutchina, together with X believe *. 
Reams,, went to Hr. Bumaine's office in Beaton, a*.... 
ehuaetta and eigned a contract. 

0 wow. Hr. Wallace, x an g 0 i„, to direot your 
attention to duly 2 ,. i 96 ,. . Ihl8 ^ last ^ of 

the flangor Punta exchange offer. 

^ recall having a conversation with or being 
with hr. Gordon on-that day, *lic k , Hr. LW aad 

myself and perhaps others, at which Hr. Gordon aahed that 

Bacgor Punta ertand its exchange offer beyond a date in 

August so that Chris-Craft wouldn't have a 16(b) problem, 

30 that Chria-craft could offer the Piper shares to Bangor 

Punta, and as part of such agreement Bangor Pant, would 

arrange for a secondary offering of the Bangor Punta 
shares? * v.\ ’• 


a statement? 


°° y ’" - eca11 ever hiring Mr. a^don make auci, 


Q Bic you ever have a conversation with Mr. Plick 

whereby :4r. Flick told 

wau you tacit Mr. Gordon made such a : 

statement to him? ’ ' / , 

A Nc, I do not. 

* ' 

*«■.. R y A5!: , have 11Q furthar au „ tion( , i 

w* 

3C'J t H6RN D ; 3TRfCl QQ^y Rppofaygfjj 
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AFTERNOON SESSION 

2.00 P.M. 

DAVID W. WALLACE/ resumed. 

THE COURT: All right, Mr. Liman. 

MR. LIMAN: I think Mr. Kushner wants to go first, 
your Honor. 

CROSS EXAMINATION 
BY MR. XUSKHER: 

Q Mr. Wallace, you testified this morning that, on 
Saptamber 25, 19G9- you polled the members of the E&ngof 
Punta beard of directors on the railroad situation and you 
found that the board fully supported the point of view of 
Messrs. Hutchins and Robertson? 

A I think 2 only testified that I polled the board 
of directors, and 1 would like to make it clear thet I can't 
at this moment sweer I spoke to every director, but I know 
I spoke to a majority of my board. 

THE COURT: V'hat date vwg that? 


iD 


TEE WITNESS: The evening cf September 2D, your 


21 

2? | 

a I 
73 i 

14 | 


Honor. 

Q Eov; did you put the question? 

A I didn't put a question to them. Wha: I cii was, 
with the members of the board that I spoke to, I recounted 

the train of events aad the alternatives that had keen 


I 
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developed. I would also like to make plain to you that 
in oartein instances I wasn't really permitted to say very 

I »acl. at all. 1 , one case a director told me that he had 

reviewed the matter with Mr. Hutchins and was satisfied 

that Mr. Hutchins' was the correct viewpoint. 

Q Who was that director? 

Seal 

A Hr. George S itrr . 

0 Did any of the directors tell y oa the same thing? 

A I tnink the other directors all discussed the matte: 

at a lr-tle roro length with me, although tie general feeling 

war that we should proceed as Mr. Hutchins was suggesting. 

Q Did any directors express to you the view that 

Bangor Funta should not proceed to sell the railroad? 

A I don't believe so. », t is my recollection 
at this moment. 

0 Be you recall attending a meeting of the board of 
directors of Bangor Funta on September 9, 1969? 

A May \ nee the minutes? 

0 Yes, elr. 

, * 

t»„.nlc .. did. i think I have that recollection# 
b'Jt I would like to make sure. ’ 

» 

MF!. seament May i have these documents F 

marked fer identification, plecse. f 

I,r " ' lrau,i CWsl * we P«-«erk scire exhibits now, 

a# « 


^ STX TcS ZyjfiT 

folfy s»«, N.V., MV. tw rmjmam, ccetuxo w» 
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1969, the board of Bangor Punta authorized the sale of 
either the stock or the assets of the railroad for $5,000,000’ 

A Yes, Z clearly recall it. I didn’t take it too 
seriously, but X recall it. 

Q Did you vote for that resolution authorizing the 

sale? 

A The final vote, when we finally came to a vote -- 
well, let's s?e -- yes, I believe it indicates here no 
dissent, so I would assume I had voted for it a.id that would 
be my recollection. 

Q Did Mr.Salgo attend that meeting on September 9? 

A Yes, Mr. Salgo attended that meeting. Hie name 
is here as being present and I arc sure it is accurate. 

Q Did he have anything to say at that meeting on 
the subject cf the railroad sale? 

A Yes, he did. 

Q What did he have to say? 

A Mr. Salgo was still of the opinion that sufficient 
information had not been developed. I don't think he agreed 
with the strategy in Mr. Hutchins' dealings with Mr. Dumaina, 
and Mr. Salgc was still proposing counter steps, I think it 
was a sale and leaseback of the railroad, end the question of 
doing tomebing with our own stockholders was discussed, and 
no forth. it becarre apparent that at least for the moment 
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the majority of the board was convinced we should follow Hr* 
Hutchins 1 and Mr. Robertson's lead and deal with Hr. Dumaine 
I believe either some time during the meeting or shortly 
thereafter X told Mr* Salgo that if we could develop more 
information that perhaps we could change the board's mind. . 

Q At that meeting of September 9 did anyone join Mr. 
Salgo in his views? 

A I think Mr. Flick was somewhat skeptical about 
the transactions. You must realise we all had a somewhat 
disquieting experience with Mr. Dumaine in connection with 
the Delaware & Hudson and I think Mr. Kingsbury, while not 
perhaps as vocal as we were, being from Brc»m Brothers, also 
had some skepticism about Mr. Dumaine. 
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THE COURT; What was that disquieting experience 



with Delaware 4 Hudson? 

THE WITNESS I Yes, sir. 

THE COURT) X say, what was it? 

THE WITNESS) In mid-1968, Mr. Salgo and Mr. 

Domain® had discussions, and the thrust was that Bangor 
and Aroostook — rather, Bangor Punta would acquire the 
Delaware & Hudson Corporation, which in turn owned the 
Delaware & Hudson Railroad. And Mr. Dumaine waa — I recall 
the gentleman whose name I have mentioned earlier, Mr. 

Silleck — Mr. Dumaine and Mr. Silleck, who were both on the 
board of directors of the Delaware & Hudson , were having an 
argument. Mr. Silleck wanted the Delaware & Hudson Corpora¬ 
tion to sell the railroad. Mr. Dumaine wanted to continue 
in the railroad. Mr. Dumaine was the largest stockholder 
in the Delaware & Hudson. 

Then I think that both sides thought that Bangor 
Punta was somehow going to come in here and resolve the issue 
between them, but as negotiations went on, it became pain¬ 
fully clear that the only resolution Mr. Dumaine would accept, 
was the resolution of the thing where the railroad was re¬ 
tained by the company, and Mr. Silleck felt the opposite, 
and it also became apparent to me that we were in a situation 
that wa3 going to be nothing but difficult, and after 
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discussing u with Me. Flick and some of ray directors, 

I believe Mr. Salgo vaa than in Europe, and X called him in 
Kuropa - X called off all the negotiations with Dei ware , 
Hudson. But during the course of this, we had some pretty 
heated discussion* with Mr. Dumaine. 

Q While we are on the subject of prior experience*, 
<*° you recall that Amoskeag Company made a loan to 3angor 
Punta prior to 1969? 

A That was before ray time, before ray employment by 
Bangor Punta, but X recall it very deeply, because evidently 
there was seme people in Bangor Punta that felt that Mr. 
Duraaine somewhat resented that loan, because the loan was 
made to Bangor Punta at the time we acquired our Sraitn . 
Keseon Division, and that, as you know, has probably been 
one of the most succassful acquisitions we ever made. And 
X think Mr. Dumaine was disappointed that he wasn't made a 
partner rather char a creditor# 

Q Do you recall that Amoskeag received part- 
consideration for the advance of funds 80,000 shares of 

Bangor Punta Corporation et^l.25 convertible preferred stock, 
Series B? 

A Yes. That's correct. 

Q 


Do you recall that in January, 1969, Amoskea, 
exercised its right to have these 80,000 share 
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Punt* for $3,500,000? * 

« * 

j A Yes * 1 *>«lieve that's correct, too. r , 

Q And do you recall whether or not Mr. Salgo was 
disturbed that Amoskeag insisted on receiving $3,500,000 
in cash rather than in Bangor Punta securities? 

A No; I don't believe so. if you have some way -of * 
refreshing my recollection — but I don't recall much dis¬ 
cussion about this other than there was some question in our 
minds of whether Mr. Dumaine would seek that stock as a 
convertible stock or whether he would convert it into common 
or utilize his rights under the original loan agreement to 
have the stock purchased. But I don't think it created 
much of a discussion at the time. 

Q In any event, he had the stock purchased? 

A What? 

Q He had the stock purchased in January, 1£C9? 

A it was a contractual obligation on the part of 

Bangor Punta Corporation to purchase that stock from 
Amoske&g. That's correct. And we did so. 

0 At this meeting of September 9th, did anyone 
besides riick and Kingsbury express skepticism about Dumaine? 

A Well, I can't recollect at this monufft. I do know 
that during the Delaware 6 Hudson time, Brovin Bros- Harriraan 
ha’ considerable difficulties with Mr. Dumaine. 
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jj Q Was thie 3ke Ptioism at the September 9th meeting 

I expressed in^tenrc of a question whether Mr. Dureaine would - 
! go throughyythe purchase of the railroad? ; - 

I J A I don't think it was necessarily a question of •* ’ 

whether he would go through, but, you know, a feeling, .V -V" 
negotiating with Mr, Dumaine was like perpetual motion, 
th erQ,S ftlWays som€ thing new being dragged up and something 
| el9C bClng thrCVn lato the hopper and so forth ,nd 30 on/ 
Mso, I think on some minds there was a question 

of wheaur Mr. .Wno «, .peeing for Hr. Dumil ., e or vheUl J 

Mr. Dunainc was rpeakrng for Anoskea,, who supposed to be I 
the purchaser. 

I 

Q Did anyore hotter to ask Mr. stone thatquestion? 

A yes. I balievo wo did discuss it wi th Mr. stone. 
M-'. Stone was at that tine ~ i think he is new resigned from 
th- board of directors of 7vmoskeag. 

Mr * rtone iu the contort o' our dealings with Mr. 
Dum.:,lr,e stated to the board he had a directorship in hmoskeag 
aui therefore tried, not to involve himself - D , yoa know , 

disclosing what war happening at the /Lmoskea* board level 
and what was happening at our board level. * 

0 wtxi, did Mr. Stone not say anything on wusther 

UClaLn<3 iVas for Amoske.ivg or for himself at this 

September ith meeting? 
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A Oh, I don't thin}; there was ever any question but 
whether Mr. Dumaine was dealing for Amoskeag, The question 
was, you know, what was Mr. Dumaine's authority., Ncbody 
believed for a minute that Mr. Dumaine wa3 buying or seeking 
to buy the railroad for his own account. 

q Did anyone ask Mr. Stone what Mr. 


Dumaine's authority was? . * 

A Wall, Mr. Stone had in effect asked not 

to be put in the position of disclosing Mr. Dumaine's die- . 
cuss ions with his corporation. He felt it was an ethical . 
position for him to bo in. 

0 Incidentally, this meeting on September 9, 1969, 
of the Bangor Puntu board: it was originally scheduled as 
a meeting of the executive conrittee, was it no:'? I refer 
you to page 1 of Exhibit 62 for identification. 

A Yes. Probably what happened there was that so 
. many divectors decide! to coma that they decided to hold it 
as a directors meeting, a board of director 5 meeting rather 

than as an executive commitceo meeting. The whole purpose 

: 

of the executive committee meeting: we pay r 2 e>* to any 

director that comes either to an executive ccomi Itte.-s or a 

I 

boa rd nretiig. How, the only reason we hnvt 
executive ccntnittee meetings ir to produce the fuoruia 
requirement. When we found cut we had thirteen directors 
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attending this meeting, probably Mr, Flick said, "We might 
os veil switch it to a full board meeting as have the" ••• 

I'm juat now trying to reconstruct it — "as have an 
executive 'committee meeting." 

Q Thirteen out of eighteen? 

« « 

A Out of eighteen, right. * * 

Q Do you know the reasons for the large turnout 
on September 9ch? 

A I would assume it was because the plot was begin¬ 
ning to be stirrad on this whole Bangor Aroostook controversy 

Q Stirred by whom? 

A I would suspect probably by Mr. Hutchins and I 
don't know who else. 

Q Mr. Robertson? 

A Perhaps. I don't know. I'm now speculating. 

Q ,ou didn t find out at the meeting of September 9th 

the reason for the large turnout? 

A No, sir; I didn't. 

Q Now, in casting your vote on September 9th for the 
authorization to sell either the stock or the assets of the 
railroad for >?5,0OC,OOO, what were your reasons? 

A Well, as chief executive of Bangor Punta, I am 
charged with what 1 consider the — what is best for the 

stockholders and for the company, and I felt that with the 
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problems thajj we had# there was no — nothing to be gained 
by an open breach by recording in the minutes that there 
waa four directors that felt this way and five directors felt 
that way# and we have had a history of board meetings where 
our directors have# such as Crossman Arms# I'm thinking of# . 

authorized the closing of a transaction# or Delaware 6 V 

; * 

Hudson# and when the management felt that facts had come to 
light that was not presented to the board# we were able to 
reverse that decision# and I felt that there was no point 
in an open rupture between Mr. Salgo and Mr. Hutchins# and 
1 prevailed on Mr. Salgo to work and try to re9ove this 
thing amicably, and I honestly did not believe at the time 
of September 9th that the railroad issue had been laid to 
regt. 
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Q By referring to your efforts with Mr, Salgo, did 
you persuade him to vote for the resolution of sale on 
September 9th? 

A Well, you know, these votes are conducted by 
saying. All in favor," and I can't at this moment swear 
whether Mr, Salgo sounded off saying, "Aye," , * • 

But there was no dissent and there was no 

abstentions recorded, either, so I chink he has to be . 

• » * 

counted as • voting for. \ 

# * , 

Q As of September 9, 1969, did you believe it would 
be a good business decision for Bangor Punta to sell the 
railroad for five million dollars? *’.*•* 

A How to sell it? * • 4 ,!%'•" * *. •* 

Q Sir? 

A How? By a sale of assets or a sale of 3 tock? 

Q Weil, explain your answer. 

A Well, I was coming to the conclusion that perhaps 
Mr. Salgo had more on his side in terms o! which trans¬ 
action wa3 more advantageous for the corporation in an 
asset sals, which would have generated a substantial tax 
lot’s which we could have used and which we had spent a 

lot of time with the Hans Frank firm in ascertaining and 
with Peat, Marwick & Mitchell, and with our own internal 

people. 
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Z was coining towards that viewpoint, but Z wasn't 
completely there. But there * was still this talk of 
leaseback and everything else. 

% 

All this kept floating around, you see, during 
this period. 

Q As of September 9, 1969, is it correct that you 
had not yet received the report of Messrs. Priddle and 
Reames which purported to establish a tax basis for the 
assets of the railroad? 

A I don't think at that time we had the final 
report of Mr. Priddle and Mr. Reames. That is my recol¬ 
lection. 

Q And as of September 9, 1969, what wa6 your state 
of knowledge concerning the construction of a tax basis 
for these assets of the railroad? 

. k 

A -Veil, I felt that if Mr. Salgo was right — 

and it .would still take the development of further informa¬ 
tion which could only be gotten by a great deal of digging 
up in Bangor, i4aine, in the railroad records — and also, 

I am trying to record — but there was something done 
with the start of the federal income tax in 1911, or 

whenever it started, that meant they had to go down to the 
ICC and get some records that were there on that date for 

tax purposes on the value of those assets from a tax 

SOUTHERN DISTRICT COURT REPORTERS 
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standpoint, and all of th^ 

that information, a. x racoUact, 

* MU ln **“* proc ““ oC bain, developed. 

1 from th 15" Pr ° bably - “ ad *-». 

^tha^th.tar. "** ">"« hav. relayed to ma, 
but that'a all i would have had. 

I *°n't think the full development wa, thera. 

In my mind, on September 9th, waa a daaira to 

••a further investigation and clarified . 

was tification, but this thing 

Setting to be an emotion*l < 

emotional is stte , and ;lr . B atohin. ^ 

• Pobertcon a ___ . 

. Pr “ aln9 for « finalisation of the 

thing. 

*% 

a **bat did :ir. Hutchins and Mr. Soberteon say at*' 
sapt^r 9th board meeting in pressing for a final!,. 

A **“' ” r - Hutchln * bed a number of points. 

Ono, he felt the 

where tQ 8 **** 

where there would have «-« 

11 . 8 40 ■“ “ Ub3tanti8 l additions to its 

rolling stock. 

vou must understand that the Bangor . nroo.tool 

1 '1,1°" 51 h lf 80 3 leaSln9 com Pany. because they mak« 

I think, more money out of rantlrm 3 k ' 

and their looo^tlvoa th. r ‘° f « — ' 

motives than they do out of the railroad. 

Xou know, it is oplv „ 

only a small railrotd, some 640 


"OLE 
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mllaa up in Maine, and has a very limited revenue, and I 
thin* Mr. Hutchins' point was UUt this meeting that if 
you got a period of increasing money rates, it would 
make very difficult to maintain a profit margin between 
what we were carrying in the certificates of trust on the 
new oars that we had purchased and what we were able to 
rent them out to for people like Pacific Fruit Express 
and New York Central, and so forth. 

' * , 

Q Was there anything else that Mr. Hutchins ex¬ 
pressed or Mr. Robertson expressed at this meeting of 

September 9th? • * 

A Well, they felt there was statements made which • 
I didn't pay much attention to that we should try to sell ‘ 
tb railroad to somebody who had the interests of the state 
of Maine at heart, and so forth and so on, but I regarded 
those as campaign ••rhetoric and not much of subetance/ 

I think there was also some statements that Mr. 
Dumaine was an excellent railroad man. i think there 
is some question in Mr. Dumaine's mind as to what the near 
future earnings of the BAR would be, which I shared. 


Q Wa3 that Dumaine's mind or was that Hutchins' 


mind? 


fr.cuse me. I misspoke myself. in Mr. Hutchins' 
mind. i confused the two. 
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Q You shared that view of his? 

A X shared that view because X have a skepticism 

based on long knowledge of the ■ viability of railroad, 
generally. 

Q Did either hr. Hutchins or Hz. Robertson state 

anything at this meeting of September 9 th about capital 

contributions which Bangor Punta might have to make to the | 
railroid? 


A X would assume that that probably was there when 
they discussed the additions to roiling stock, and so ' 
forth, that we might have to be making, you know, that ; 
in other oordc, the cash flow would be from us to the ' X' .. 
railroad rather than from the railroad to us. Z&ri' 

Q was your opinion about that? “ v; • 

A I didn't have very much of an optimistic cpinion 
afccut any positive cash flow out of the railroad us. 

I aou'-z knav; that I really agreed that all the — creae 
capital appropriations would he necessary. 

Yhat depends on what you are trying to do with ihe 

railroad. 

Q Sid you yourself, as of Septe*dx*z 3 , 1959 , 
r >h to dicpcee of the railro?. - !? 

A I wished to see a solut.io. tc thi» 

problem. 1 wished to see something resolved. 1 f e i t 
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Q Do you recall Mr. Salgo at that nesting on 


3 

August 7 ,1969.stating that management deemed it advisable to 


4 

dispose of certain assets, including the railroad? Are 


5 

you looking for the page number? 


6 

A Yes. 


7 

Q X refer you to Page 12. 


H 

A Yes, I recall this conversation. 


9 

G Do you also recall Mr. S&lgo telling the meeting 


i Q 

that it ;-;a3 essential that E^ngor funta achieve real hard 



values for the assets, including the railroad? 


• 

A Yes, That was, you/knev, probably said. At 


?:i j 

I 

this mcna^nt I don't recall it, but I read it here and I 


i 

H > 

i 

b i 

f . ! 

would say that was true. 


Q Is that term "real hard values" something which 


is peculiar to Hr. S&lgo or it is a term commonly used? 


n | 

A X think Mr. Salgo was trying to lay a basis for 


T(, 1 

1 

i 

» | 

making difficult Mr, Hutchins' proposal. 


0 Dess the term "rent hard values' 5 — 


* 20 ■ 

| 

A That to me mean? cash, you know, and getting 


! 

#• • 

V*' » ( 

a full value, e hard, real value, not some ten cants down 


7s !; 

i' 

and $5 later thing. 


* 

Q No financing? 


v | 
1 

A Well, no financirq by us of the purchases, yes. 


ii 

/ i 

0 D:’d anyone disagree with that statement by Mr. 


i 

I 

»• 

•j 

l) 
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balgo, that it was advisable to dispose of the railroad 

and it was essential to achieve real hard values fo:r it? 

X am referring to the meeting of August 7, 1969, 

A I don't think so. This is sort of a motherhood 

speech, and I don't think anyone would object. 

MR. ROSHNERt May I have that answer reread? 
tlAnswer read.) 

Q It wa3 something with, which everyone xtt. nding 
She r,acting agreed? Is that what a motherhood apetch means? 

' Ey th,t 1 an shying the corporation shoo, a \ierhap. 
get oot of things that ware not as attractive as they nj.tat 
he, that vo should only stay with the growth areas of 
cur business and anything we sold wa should got a good, fill, 
b*rd value price for. I don’t see how anybody can objec-. 
to those statements. Tha doing of than, may ba another thivg 

bnt. :he stating of them is v<>ry simple. 

Q '-by is it that r<aal hard values were sought? 

A I don't knowo That probably vac somathing in 
Hr* <3alg«. a mind. As I say, I suspect he viewed that as putting 
another roadblock in the way of the railroad deal. j 

C That is something you read on the face of the 

j 

statement attributed to him or have you found a double entendre? 
A Hoc i have known Mr. Salgo for many, many years, 

Z katw h(W *** ^ this time, in August, September, 



* ; - ; C* . 3/ r r 
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Q Do you recall reviewing with Mr. Beanes prior 
to the September 9, 1969, Bangor Punta board meeting the 
status of his study with regard to the railroad? 

A 1 have no recollection, really, one way or the 

other. 

Q Did you testify this morning About some heated' 
discussion at the Mny 21 meeting of the Bangor Punta board? 

A Yes. That 1 believe wa3 the first time officially, 
that Mr. Dun&ino' e name ceme into the thing. I think we 
had some indication of that shortly before the meeting 
actually took place — I don‘t knew, maybe a couple of days 
beforehand we may have hoard that Mr c Hutchins was having 
talks with Mr. Dumaine. The May 21st mocting was the first 
meeting that the idea of doing something with Du Maine was 
officially raised at a Bangor meeting c 

Q And you referred to heated discussion at that 
raseting? 

A Yes*. 

Q This heated discussion baint, between Mr. Hutchins 

and Mr. Salgo or did it include other people? 

*, • . » 

A Wo f T think the heated part it elude.? v r# Hutchins 
and Mr. Salvo* Tha discussions v/culd ba between oti.>^ people , 

but heated between then, 

0 -o y >u recall wb»»t the ether people bad to say? 

Nrr 7T TXR" **7.P0R T El?S 
• United st i -r.s ':,x*t h* s xe 
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i Mr. Plick and my signature, which indicates 

to me that Mr. Plick took part of the minutes and then I j 

took part of the minutes. 

I Q Do these minutes refresh your recollection as to 
whether Mr. Salgo put forth a counter proposal of $7 million 
for the stock of the railroad? 

MR. KUSHNBRt May I have this document marked 
| for identification, pleaee. it consists of two pages. 

i (Plaintiff*a Exhibit 66 marked for identifica¬ 

tion.) 

: A Oh, yes, I recall this. J 

j Q Your answer is it was a $7 million figure for the t 

| 3tock of the railroad? 

A Ye3. I don t think it was a very serious t 

pro^sal, but I think it was made. 

0 On the part of Mr. Salgo? 

A No, I don't think Mr. Salgo was serious in this. ! 

Q 1733 this part of his tactical pursuits? 

A Yes. Mr. Salgo vraa interested in one thing. 

Mr. Salgo felt that the maximum value of the railroad would | 
only be rcalizsd by & sale of assets and if we were not goi»g 
to sell the assets, then I think Mr. Salgo talt we should 
aCt at thet ti9m d °i"9 the other one, selling the stock, 

* m! * d ° Ct V°« know » again — this is not right, but 


: 1 V ! * - *vi.j 0!S‘i>’ f *;*•' r. *• '.ripcftycp • 

‘/M1T6&S7-- 
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X an projecting myself to Mr. Salgo's mind 
bow serious the $7 million was. 


ever tell you it wasn't seriously 


Are you able to identifyExhibit 66 for identi 


fioation (handing)? 


a Thic is a memorandum from Mr. Salgo and Mr 
Bobertson to myrtlf, dated March 2C. -Enclosed you wi; 
f^nd a typJctl Rob Page letter." 


Bob Pago was the chairman of Garvey Industries 

who are substantial stockholders of the family — the Garv 

family are substantial stockholder* cf Bangor Punta and 

thij letter, this memorandum had attached to it a letter fj 

o M 

Bob :ago, Who is ouz^w»/o, r board of directors now, date< 
May 13, 196 •>, which he said, why not spin off the Bangor az 
Aroostook, and knowing Mr. Salgp,he immediately circulated 
something when ha gets it, and I have initials 


MR. HYAN: I have no objection, your Honor 

(Plaintiff e 3 Exhibit 66 for identification, 
ecoived in evidences.) 


Exhibit 66, this memorandum from Mr 
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Robertson and yourself, dated March 26, 1969, mention. . 
possible spinoff of the railroad and then conclude, with 
"If you want to involve Curtis in this question, will be 
delighted to make him a one-man committee to explore the 
matter with potential underwriters.- 

Is Curti8 Mr. Hutchins? 

* *«-, .nd that particular paragraph was, i» ^ 

opinion, -beared to Hr. Robertson. The memoranda* i. 

«•»; to hi'. Rotsrtior. and myself and Hr. Robert eon and Hr. 
Hutchins at that time both resided in Bangor. Main., s .w 
each ether every day, practically, etc, etc. 

Q Did they usually see eye to eye on questions 
involving the railroad? 

* They both were former presidents of the railroad 
and i th>v both substantially agreed on railroad matters. 

0 If ycu will refer to Exhibit 65 for identifica¬ 
tion, the Hey 21 , 1 S£9 board minutes, I note your signature 
at the very conclusion. is that your signature? 

A That is rot the minutes. Thst is — excuse me, 
there are really two things attached to this exhibit and 
my signature appears on Page 15, along with Mr. m ck 's, 

* M then the next item in the minute took was a call by the 
president and myself of a meeting of the stockholders of 
5«c -r.t 7>h, to pass cn the Piper Aircraft transaction. 

-r'~n QIZH;'-' c*r 

.. ' ‘' jted s-v .4 L r .tiu, tin ,.$e 

>,! Y. f MY. KXXI* Q*. 
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That must have cone clipped onto this because 


it was the next thing In the minute book, but It Is not 
part of these minutes. 


• ■; ■ -ism iv c: utt 
','; uru - v- f - Ccur; ; vjsk 
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Q I see, 


Do you recall at this board meeting on May 21, 
1969, the board requesting Hr. Hutchins to go back and 
get a definitive offer from Amoskeag? 

A No. My recollection is that Mr. Hutchins was 

told to Investigate and Study all possible alternatives \ 

to the corporation, including, I still think, holding the 

X would like to see the minutes and I will refresh 

mi rose11action. j 

2 Why don't I show you the minutes once more, 

2i£hibit 65 for identification? 

A As I read this, yea. Mr. Hutchins had the 
right and had the directive, as a matter of fact, to 
ascertain just what Mr. Oumaine’s intentions were, but 
he was also told to investigate the accounting and tax 
ramifications of such a transaction, referring to the 
Dumaine transaction, which to my mind would flush out 
all the other possibilities. ; 

Q That is the way you re*id the minutes? 

A That's the way I read the minutes in the light 

o£ wy knowledge of what was going on at the time, that is 
right, yes. I 

Q Did you write that part of the minutes? 
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A 

Q 

A 


Wallace-cross 
Z write no minutes. 

You took notes, didn't you? 

Z took notes, but Z write no minutes• 

Wbat Z think happened is that Z told Mr. Flick 
after he left, and he wrote them up. I didn't keep 
any stenographic records. 

y *<■*'- didn't give him any notes that you took? 

A i dcr.'t believe zo. If Mr. Flick eaid I gave 

nim notes, I cave him notes, t.ut my recollection is I did 
not. I have r.o real recollection. 

C? Mow if you will examine those minutes, Exhibit 
65 fer identification, there i3 a statement by Mr. Hutchins 
that bo wishes to ascertain whether Aluoskp-ag Company i 3 
willing to ruLr.iit a definitive proposal. 

Do you recall whether Mr. Hut-chins did obtain 
such a proposal? 

?• I don't think wo had a definitive proposal ever 
until they cloned the transaction in October. 

C Tfco period of delay between May 21, 1969, and 
October 2, 1969, didn't '.'.arouse any concern in you that 
i-ir. bu-.rfc.ine would lose all interest in the railroad? 

A Frankly I felt that the value of the railroad 
r*iy.it .<- nc-rc mi :.ts .death than in its life, and by that 
I mean chit. the real vjlue sight be in the tax loss 

5CLVk»:*N DISRIC1 COlTxT RspcXHjKS: 
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At least that's the way I felt _ ' • 

In ®id-19 6 9. U ' 1 WOUld »»*, 

... - Jt.'TlT“* “»»-i. 

.. u 

*° tUy 4 «“«*> in Maine, because ' ^ ^ “ ******* 
many. ° there ««»’t very 

SO I didn't feel there was much going to happen 
CAthc£ i»«y, 

s Ara you suggesting in your prior answor just 
now that you were considering abandonment of the railroad? 

A No, I didn't suggest anything of the sort. 

S ware you suggesting « sale for a minimal amount 
of the assets in order to generate a tar loss? 

*wen, one of the things 1 thought of was doing 
soMtlUPiiSs 30 V has subsequently been done by Mr. 

Heinecsn in Northwestern, and that is sell the railroad 
to its employees, which la not nn abandonment, 
w Was there ever such a plan? 

A What? 

C Waa there ever such a plan considered? 

* ' 7 th * nk th -re ^as discussion of that at 

°”' tat 1 f7cn,t think that it has ever got vary I 

SGU > J c:?N DISTF.'CT C0J*7 REPORTERS 
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Q Incidentally, dicl you ever consider selling 
the railroad in a manner other than as a going concern? 

A Hell, there was this discussion, you know, of 
the sale and leaseback idea, in other words, where we 
would lease the railroad to somebody who would run it. 

There was, X think, when you talk about the 
idea cj! merging tne railroad with another railroad and 
taking back rsilroad stock — that's another kind of a 
ramification. 

There were so many different ramifications that 
I don ’ t know whether I can answer your question other 
than giving you the instances. 

Q Well, let me put the question — 

iiR. XfJSHNERi Did your Honor vant to ask 

sonsthing? I an sorry. I thought I was interrupting 

you. 

THE COURT: You interupted a thought, but not 

a question. I did not make any significant act 3 . 

Q Let iaa put the question differently, then, Mr. 
Wallace. 

bid 3ancor Punta ever consider selling the 
railroad as scrap? 

A As scrap? 
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As scrap, yes, sir. 


A I don't think so. ho, not to my 
no. 

* 

Q Bid you explore, ever, whether the Interstate 

Commerce Commission had to give approval of such a trans- 
action? 

A Ken, 1 think that implicit in Mr. Flick's 

instxuctiona to investigate Lh- 

y >- and accounting aspects 

was to cUcit the Inter sta t•. Coerce. Commission regulations 

o' ^ ~ * mMV “ WC did ‘ *«* I don’t fchinJt anything 
va . e-r about scrap;-rc the ruiro*. i vould 

dO'.*( •• ;J; sl,Tjp v because I f' i 3 f >-i i • . . 

use i £. .a ttut liquidating companies 

fiK'i probaolv ■?* 1__j t'O'it ' ,,.. .• • 

C Xpe - xVO filing you can do. AU 

'*'■ * *dw ,Z .V •; tjnv a nr! - i . 

* -i ancl „.x_ gw.us of nonseme. 

C °’ I?T: 1 the reasons fox these 

' :i ’ ' :ir * -hat ;ir. Lunaine when h? 

as the first witness on the trial, testified 
that he thought the railroad had a value of $ 1, muiion 

i* A'- '-'US so. j off in hits and pieces and that he got a 
bargain at 35 million. 

fo You are new being asked the question as to 
hheth.t c- tot anything was generated along those lines 
no as it oa.„e Mr. Domain, to con. to that evaluation. 

IliB WI ’ rr2 ‘ 33: Ko - 1 don't know how 
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Dunaine reached his figure, but he would have to he 
including, in my opinion, in that the value of the tax 
aspects of the railroad. * ‘ 

* l • 

I don't thin* you could say $18 million, you *• 
know, for what you would get in cash from a buyer even • '•* 
if bits or pieces or in parts. it would hc.ve to be 
seme way or ocher utilising the cash generation o;i a tax * 


loss. 


riot's all I could see. 


U • Wallace, how long have you been at Bangor 


Punt?.? 


i- Since S7. 

Q And white you were at Bangor Punta, was there 
ar.y corrr:tfcee prior to the Hutchins committee ever 
appointed to .look into the disposition of. the railroad? 

A i don't know that you could call it ever i. 
format committee, but there were investigations of doing 
aomething wifchthe railroad while I was at Bangor Parta. 

The first o<ie was, as I say, this formation 
oi a New England railroad system, which I believe was 

reported fully i.v the Wall Street Journal in .19 57 ari 

which 1 recall 7. was not directly involved in it, only 
really ybe hoping it would go through in soae way . 

anc. ths <.-tnor vculd be this U ft H transaction. Those are 
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t*o two that 8tick in my mind. 

I know there was also talk before that with 
Spencer Miller before I came to Bangor , who was president 
of the Maine Central, . . 

Q Who took care of the D & h situation for Bangor 
Punta? . ' 


• ,% A « * • 


A At the outset it was Mr, Salgo. At the and it wai 

me. * 

»%' *. _ •*• • . . • * 
*i., r j,,. . . 

• * *«••'* ,»J* »^*.* *• 

Q And was there any reason that both you and Mr, 
SaJLgo didn't also handle the 3tudy committee to which Mr. 
Hutchin 3 was appointed chairman? 

• • 

A I think there was a very good reaeon, 

Q What was that? 

A One, I think everybody knew Mr. Saigo'a opinion, 
v.o begin with, and, two, I think everybody figured I 
was trying to preserve order in the house and not take a 
stand one way or the other until I had learned more. 

And, ycu know, I think there is nothing more 
despised than a neutral between two — you know, two 
bodies of opinion. 

Q While you were at Bangor Punta had any $5 

million cash offer prior to the Dumaine offer ever been 
ouade for the railroad? 

A No. wot to my knowledge, any other five 
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million dollars' offer, 

Q Have you seen Exhibit 2 prior to today? 

That is tha letter of May 17, 1969, from Mr. 
Hutchins to Mr, Dumaine. 

A X don't know about this letter. X have subsequent 

learned about it but at the time I did not know about, it. 

It's a letter dated May 27, 1969, unsigned, from Mr. 

4 ' 

Hutchins to iir. tomaine. • ' 

Q Nov: you mentioned that you were chief executive 
officer of Bangor Punta from mid-1959, is that correct? 

A That's coi'rect. 

* 

Q That is April, 19(59? 

A I believa that’s right.. 

0 Who was chief executive officer befcre you? 

A Gordon Robertson. 

0 And for how long was Mr. xRobertson chief executive 
officer? 

A I think for about three or four years. 

(! bo you recall a meeting in early June, 1969, 

attended by you, Mr. Hutchins and llr. Salgo, and perhaps 
Mr. Flick and others, where the status of the railroad 
negotiations was discussed? 

1 YeG * 1 believe there was a meeting like that 
in early June and I believe that that was the time when 

h’F-.'RN DIGTkiCT COURT REPORTERS 
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were raising the problems of really ascertaining all 
the 'facts and not deciding on anything until the 
fact3 were in, of getting the facts. 

I don't know whether Prank was at that raeetin 

or not. I know he was at some meetings*- Hans Frank. 

I 

Q DO you recall Mr. Hutchins at that meeting? 

A z Lnink Mr. Hutchins was there. That '3 my 

j £t-SOi: ;alien. 

I 

Me’*; if you have some way of refreshing it — 

Q Hov; about Mr. Robertson? 

A No. I don't think Mr. Robertson was there. 

i! 

Q Was there a discussion of the effect on Bangor 

! 

Puntn 'a financial statements sf a sale of the railroad for 

i 

million? 

|l 

A I believe at some point we discussed with Mr. 

lui elec. 

Whoclr.r of Peat, Marwick these various transactions. I 

ji 

| ° £n 't give you the exact time to Trent ion. 

M 

| Q Was there concern voiced by anyone ^^ the sale 

! of the railroad for $5 million would havs co be reported 

f 

as a i033 on the financial statements? 

I 

u We.'.. 1 ., there wac tow® tjuerition as to whe-.her , 

yo,i ^hld it for $5 million as a sale of assets, that 

there ;ould J c c loss. 

As :r.c at you kinw, because of the .ax 

‘•.--I ! !•■ OJ ! .**• It « HOLPf Rivip: CP'; 

f ! ’:-'ir<;0Crv* ( . ::oi PTHe USE 

‘ •' • 1 •• N v. I * - 7 Tr .£ ••• - Y/U5S, COn i_U«; 7./5PC 


benefit. 
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You know, you understand that the railroad tax 
basis might well be higher than the — what we were 
currying the railroad assets for on our balance sheet, 

HR. KUSHNERr May l have the answer read back, 

please? 

(Answer read.) 

Q Hr- Wallace, I shew you Exhibit Z, thesa schedule* 
prepu: ad by Mr. Priddle, and one page bears the date. 
9/13/69. 

I a»k you whether, even in those schedules, 
there is not a Iona involved upon the sale of the assets 
ol the railroni. 

« 

A Y««» but this was after Mr.Priddle had made 
an investigation in the nuirmcr. 

’iou :must remembor, if you go back into the 
history of this $18 million carrying cost of the railroad, 
that was ir. a sente an agreed curving cost based on an 
apprar.ual sad not based on the value of the assets in 
the Danger a Aroontook record books itself. 

Ncv? if you sold the assets — and at the time 
recollect that there was some thought that there was 
uic — that the cost basis of our assets was — were in 
execs, of $13 .nil-lion, that the railroad is being carried 

SOUTHERN DIS T R!C1 COURT REPORTERS 
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on our books for, and that has no reference to value but 
merely the historical tax basis. 

Now Priddle's investigation — this is pre¬ 
cisely why we wanted an investigation made by Priddle: 
to determine what these values were and what the tax 
basis really was, what we cculd support. 

If I recollect, there were still some areas in 
Priddle s report where he caraw question on whether we 

could establish certain points of value which we thought 

... e 

•ue n?.c , you know, certain ta* baryte. 


S0tJfH*J2K IVSTPi'.T OX'?*' 

L’VITCD States a*w ; in jsz 

•> -?:y v • r s. MY, MY. !‘X3? T£J &WZV*. COstuwo ".4590 
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0 as of early June, i960, did you know whether ot 
not there was a problem in constructing the tax basis for 


the railroad assets? 

A As of early June, 1969, all I knew was I didn’t 
know very r.uch, anct tnat is what troubled me, and that is 
why I did not want to see us rush into some shotgun wedding' 
because ot the fact that we didr *t have sufficient investiga¬ 


tion . 


Q to that 'oj had hopes as of early June, 1969, of 

0: ‘~ day poss/My establishing a large ta:: b.tae for the assets. 


is sx irewt? 

A i viv...cd it as c. possibility, t don't, know whethe: 

I voul'7. u:?ract»ri-<:a it a?? n hooe. * - 

Is the naiv John Coward, C-o-w-a-r-d, laniliar to 


'1 

A 

•3 

A 

0 


Vos. 

H ■**/«• yov e r er iw- t >*r. Coward? 

No. 

yot o '<?* sj*o. ! <o.i to Mr. Coward/- 
i cVv-, v. believe yc 
v.'t , rr.J t.ie ohorf* 


j 71 3 could have. I just don't renembeOne part 

, Oj: my n.ir l says T dd and the ether part of my nix d seys i 

<3-u.i t.. If you aavs some vay of helpirg re on tl&t, 1 vill 
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Q Are you able to identify Exhibit 71 and Exhibit 


3 

4 

5 

6 

7 

8 
9 



tl 



33 

\'C 


R 

•! 


3 


72 for identification. Have you seen these prior to today? 

A Well, X know I had to see the memorandum which 

13 marked Exhibit 72 and dated September 24 # 1969, because 
ray initial is on it. Again, that is an indication that X 
reac. it and it was sent out to my file. 

I believe I saw this other memorandum.. 

Q exhibit Tl :or identification"* 

A Yes. 

Q lave you seen Exhibit 70 for identification prior 
to today? 

A hell, r.ir.ra there is a ecpy of it sent to me, I 
would guess that T saw this. I had forgotten this memo, 
but this fits in with what I tDid you earlier, that .1 may 
have kno./n about Hutchins' proposal of May 21 beforehand*’ . 

'* # t 

Tne Hem i : d*ted Kay 20. Mr. Lushing is a financial * 
officer, a vice-preaidant of Bangor Punta Operational 

Q This memorandum refers to Exhibit 70 ior iuenti- 

f i- ion? 

. # v.* • * 

A Correct. ' •" 

\ • 

IF. Kt'?HNER I offer Ej:Mb>t3 70 r 71 and 72 

in evid< i:a. 

(Pause .) 

"'R. ”AN: y have no objection. 

fCJTHTPN O’STRICr 0QU4? HGPCR'f E3T 
jN.ITi’0 STA TE: CO*J*" r HOUSE 

Touft J Ai-iE N.' ., Ilf. VX07 TGl-HPHC. COP LAND '-4.H.0 
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i»uy a 





(Plaintiff'fi Exhibits 70, 71, and 72 for 
identification received in evidence.) 

Q Do you recall Exhibit 70 as being the memorandum 
dated May 20, 1969, from Mr. Lushing? Do you recall that? 

A I don't recall it, but I am sure I received it 
because my name is on it and, you know, I told you I had 
this impression that I may have known it a few days ahead 
of time, of Mr. Hutchins' thoughts.' 

Q Was it you who suggested that Mr. Lushing contact 

. ! 

Peat, Marwick s*nd find out what the accounting treatment 

i 

would be cn the sale of the railroad? 

A yes, it could well have been. I can'u really say 
at this point. That would not be an outlandish assumption. 

Q Do you recall discussions you had on this 
subject, af ter receiving this memorandum of May 20, 1?G9? 

A No, I do not. „ ' 

Q has the subject raided at the board meeting of 
Bangor Punta on May 21, 196?? 

A As I say, that is the first tine officially that 

•* ’ • , 

Duna ini's name care Into the picture, at that May 21meeting. 
Q Did anyone at that nesting recount how the sale of 
the railrctd^ba treated in Bangor Punta'3 financial state¬ 


ments? 


Well, am sure that based on what I iutiov of the 
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normal course of conduct of directors that someone had raised 
the question of the accounting treatment, and so for tlx, 
on anything we did. 

Q But you have no specific recollection? 

A No, but I am sure that would have happened. 

Q Are you sure who would have raised it? 

A Any number of directors could have. 

Q Prior to July 18, 1969, did you. discuss \/ith Mr. 
Robertson the meatus of the negotiations with M*. Dumaine 

m . 

foj. the £»cio of the railroad? 

A Prior to wnan? 

Q July 18, 3969. Thai is when the Bangor Fun-a 
regist:: -'on statement became effective. 

A I air. almost certain I did not, and 1 will tall you 
why: X lad ccme to the conclusion that they were raally dis¬ 

cussing this thing v/ithout adequate facts and I was i:itereste< 
in seeing the whole thing cooled off a little bit vr«ile 

V 

facts to ’■» d<~i?1opf.d, accounting facts, legal facts, et 
cetsrr, and give all these proposals a fulJ study and a 
choice o bo tv-’lnated, and .if 1 discussed j.t with Ijobo-tsc*n, 
vvu viz o » of the proponents, aloncr with uutahins. of 
Duiiaire, that vrouid have beon very poor tactics on ry part. 

I do stv.s dumb things, but I don't think I would have dona 
'that. 

J0V1H5PH OlSi ^.PORTErS 

united Stay -i Coj«t Housi 
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Q You also did not discuss it with Mr. Hutchins prior 


to — 


A The same lire of reasoning would apply to Mr. 
Hutchins as Mr. Robertson. 

Q Would the sene line of reasoning apply to your 
attempting prior to July 16, 1969, to determine the views 
of the Bangor Punta directors on the sale of the railroad? 

A Yes, because the directors wouldn't, know what they 
were talking about until they had all the facts. I wouldn't, 
know what I was talking about, couldn't know what 1 was talk¬ 
ing about until Mr. Priddle and Mr. Reames completed their 
studies. I am not sure that we shouldn't have jeer studying 
it through October. 

Q Isn't it a fact from vrtiat you have just said that 
the directors acted on September 9, 1969, with inadequate 
facta before them? 

A The directors may have felt that tney had facts 
sufficient to make a decision. The fact of the natter is 
it would be my opinion that they did not have enough facts. 

Q You recognize there is room for reasonable different 
of opinion? 

A Always. 

Q Did you testify on direct examination iJiat it was 
nece: sary to send your legal people to the Interstate 
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I think if the stockholders are getting a decent maxagement 
there must be controversy and discussion. 

Q Are you able to keep count of the instance*! in 
which Mr. Salgo won and the instances in which Messm. 

4 

Hutchins and Robertson won? 

A I think if I were doing that, I should be fired. 

Q It wasn't unusual for Mr. Robertson and Mr. Hutchins 
to have their view prevail when they disagreed with bz. Salgo, 

was it? 

A I would say it was quite unusual. Mr. SaJgo i 3 3 ve 
strong personality and if I were to bet on who was going to 
win an argument between Mr. Hutchins and Mr. Robert!on, on 
the one hand, and Mr. Salgo, on the other hand, I would bet 
on Mr. Salgo everytime. Unfortunately for Mr. SaJgo, 

I came to the conclusion I should support Mr. Hutchins and 
Mr. Robertson. 

Q Is it your testimony that your decision tc support 
Hutchins and Robertson swung the pendulum in this case? 

^ ^ think if I held out, I could have probably ac 

least stopped the transaction consummated on October 1 or 
October 2, whenever it was. 




~y 


?A 

2r 


them? 


0 Despite what the directors told you whar. you polled 


Sure. 
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Q You have absolute confidence in your ability to 

persuade the directors? 

A 1 have absolute confidence that I can be as ornery 
as anybody else. 

% 

Q Did you testify Mr. Salgo brought Hans Praik in 
in June, 1969, to study the tax questions regarding the 

t 

railroad? | 

A Yes. 

Q Did Mr. Prank ever give you a written report of 
his results? 

A I believe I heard a verbal report of the results. 

I believe I heard it from Mr. Preiskel. I had soars tele¬ 
phone conversations with Hems and I may have gotten reports 
from him then. I don't believe X ever read a written report- 

! 

Q When you refer to Mr. Preiskel — . 

! 

A Preiskel. > 

Q — P-r-e-i-3-k-e-l. When you refer to M’n are you 

referring to the memorandum he wrote at the end of September, 
196‘J? 

J 

A Yes, I an a*are of that memorandum, but I ?ja re- ( 

I 

farming Tore to the fact that at some point I heard *ir. 

I 

S’ 

Preiskel verbally i:tate his opinion, end that w.yf at Jiat ) 

September 29 meeting, when Mr. Preiskel told us there v/as 
a tax advantage to be obtained from the sale of assets 
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and that tax advantage was U3able by Bangor Punta, and that 
is the one that war. backed up, I believe, by a written 
memorandum, and that viewpoint was supported by Hans Prank. 

Q Did Mr. Preiskel also tell you in the September 
29th discussion that to the extent the loss exceeded the 
fair value of the assets in 1964 youwould have a problem? 

A He may have given us certain modifications of it, 
but the net result that sticks in my mind is that no matter 
how you wash it, the chances are we had a substantial 
tax loss if we sold assets., and we certainly did have a taxab: 
capital gain with the sale of stock. 

Q Did you ever attempt to determine the fair value 
of the assats of the railroad in 1964? 

THE COURT: 19 what? 

MR. KUSHNER: 'G4, your Honor. 


Are you familiar with the term built in los 3 


deduction? 

A The terra what? 

Q Built in loss deduction. 

A No, I don't know what it means. 

A You have never heard that? 

A I could have heard it but I could have also rot 
understood it. I am not familiar with it. 

Q Did you ever attempt to determine the value of 


)lSTRICT aXJR' 


SOUTHCRN DISTRICT COURT REPORTERS 
United States Court House 

rOLEY SQUARE N.Y., N.Y. 10007 TELEPHONE: COPTl AND 


/ 


P3~2 

standing? 


Hal Lace-cross 


1815 A 


( - 


A No, but all are directors, I think, are in goo< 
standing. 

Q Now going back in time, you testified as to your 
meeting on May 7th with Mr. Laeri, I believe, and on 
May 8th at the Chadbourne office with respect to the 
May 8th agreement. 

A Yes, sir. 

Q Nov is it a fact that the first time that bangor 
Punta was contacted by a representative of Piper was in 
January of 1969? 

A . My recollection is that in January there was 
some contact from First Boston, either Mr. Paul MHer or 
Mr. Jac>: Laeri. 

I don't recall which. 

And then there was a time I thought was later, 
like in early February, but that's subject to ccrrection 
because I just refreshed my recollection. We were 
called by Mr. Stickley and a partner of Arthur Your.g, who 
came and visited me at my office. 

Those were — first was the contact from First 
boston and second was the contact by Piper. 

q Did you have a meeting in your office with 
Pijer representatives in February? 

90UTH!-:RN district court reporters 
'Jnited States Court House 
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A Yes. That I recollect. That's the one 1 am 
talking about. 

r 

Q And do you recall that a memorandum was made j 

of that meeting? 

> 

A Yes. I believe that I made a memorandum cJ that 


meeting, 


Well, ia it possible that Mr. Wakefield made the 


i 

memorandum and that you reviewed it? 

i 

i 

A Well, maybe it was Mr. Wakefield whc mace the 

I 

memorandum. 

I 

I 

I air sorry. i didn't mean to take credit away ; 
from Mr. Wakefield. Jie worked for Arthur Young end we 
had him attend the meeting as a witness. 

i 

Q Yon saw the memorandum? 

A I tui’ik I got a copy’ of it. 

0 ilav I shev you Exhibit 74 for identification, ' 

I 

which ia ?. memoranda n dated February 25, 1969, ficm 
Mr. WaVufield to the file, with a copy to you and -ir. 

i 

Salgr end Hr. Flirt. i 

I 

Can you identify that 33 the memorandum? 

1 

A That's definitely the memorandum. recill this t 
memorandum very well. 

i 

And you are right, it was done by Mr.. Wakefiele. 

I 

Q And does it ref1 act the substance of what was 


50UTHHRN DISTRICT COURT REPORTERS 
United States Court House 

Foley Tquare, N.Y., MY. IC0T7 Telephone: CCr. rLAuo 7-uii 



1 

2 

3 

4 


5 


6 

; 

8 

9 

)0 

12 

13 

14 

15 

16 
17 
•8 
19 


2C 


21 

X 

23 

24 

25 


fc - 


Wallace-cross 1817 A $52- 
8aid 4:0 you at this meeting? 

A I believe it does. 

® ** d ° you now ”«U that Mr. Laeri and Jlr . 

of First Boston Corporation had attended that 
meeting? 




A ^ 1 ■«««*«: Mr. Laeri, and with no disrespect 


f ° r ft7ferf “ he ^ tave been there - I Just don . t 
recollect him at this point. 

° An4 dlreCtins your attention to a paragraph of 
this memorandum,. was it indicated to you at that meeting 
that: 


"The Piper family to this stage still think 
that they might be able to fend off Ohris-Craft 
hy placing additional shares in friendly hands, 
specifically, 300,000 shares to Grumman and a 
small acquisition" — 

A Yes. That's definitely the truth. 

That was iaid to you at that meeting? 

Yes. 

Who saic. that to you at that meeting? 
well, I would guess, but I am pretty firm in my 

recoil action that it would have been Mr. Gene stickley of 
Piper Aircraft. 

Q and was there any discussion of what the email 


c 

fi 
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acquisition is that is referred to in that memorandum? 
A No. 


Q Was Southply mentioned at this point? 

A Not to my knowledge. 

Q Was U. S. Concrete mentioned? 

A No, not to my knowledge. 

Q Ir it fair to say that you told the Piper 
representatives that Bangor Punta was not interested in 
talking to Piper unless the Piper family was prepared to 
commit its stock to you? 

A Absolutely — 


MR. PENNOYER: Objection, your Honor. This is 

beyond the scope of the direct, and in so far as i-. may 
be the case against Piper individuals, I dorft thine there 
should be any leading of this witness. 

THE COURT: Well, if it is relevant tc the case 

ao a whole, we mxght as well get it out without technical 
problems about who was at bat. 

THE WITNi *"■*: What is the question? 

(Question read.) 
h Yes. 

0 Now is it a fact that on March 20, 1969, Mr. 
Laeri told you that the Pipei family was not prepared to 

enter into any agreement with Bangor Punta? 
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Wtillace-crocs 
MR. PEcJNGYER: Same objection. 

THE COURT: Same ruling. 

A I can't answer that specifically as to that 
March 20th date unless you can help me ir. some way to 
refresh my recollection. But I know there was a time 
when some indication of this sort was made to me. 

Q After that February meeting? 

A Yes. 


C And would it help refresh yrar recollection that 
it waa on March kOth if I show you your deposition at 
page .23? 

I won't even bother reading it to you. You can 
look at this. 

A Yes.. Tliat doe3 rafresh my recollect; or . I 
was so told. 

t By Mr. Laeri? 

A Yes.. 

Q Did you read in the newspapers following tlv-t 

that the Piper Corpcration had issued, some stock t > 
Southply and U. S. Concrete? 

A I vaguely remember reading about that. 

Q It is a fact, is it not, chat you read th.* 

Wall Street Journal daily? 

A I read the Wall Street Journal. Sometimes 1 air 
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| the dQi y ° U ' 0t thiS time ' in ***rch, following 

»93 in the Piper-Chris-craft contest? 

, J. “ " “““ "“-■<* - ~~ 

° " 3 At a fact that the next time f h ., 

time that you had 

contact with * a 

■ th representative of the Pipers was afrer 

^ “• S ' -Cuisitions were 

rescinded? 

A I Just don't remember uniess you can heap me on 
again. 

Q Well, do you recall fh.i. 

recall that they were still speahino 

to you during the period that those shares 

snar e£ were still 

outstanding? 

A Sutje0t to your, you know - there . 

. tnere r’omethinc 

«y affidavit that will help me en this, but the nett ' 

09 ^ ~»U~t wss that AP ,U lot., 

meeting. 

That the next mseeing you tod WJ3 Qn ^ ^ 

at the yal® Club witn them? 

A *es» a Sunday. 

C And before that- m 

ft at meeting were you told by u 

toerl **•* the Pipers were prepared to 

prepared to comrait thei,r stock 
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to Bangor Punta? 

A I am sure I was because else I wouldn't bother 
with the meeting. 

Q And when you went to that meeting did the 
Pipers tell you somotning different from that? 

^ Well , there was really two meetings occurred 
that day. I got there; there hac been an earlisr meeting 
evidently, sort of a family meeting, I guess. 

I don't know who-a11 was there. Art Long and 
members of the Piper family. i think Hr. Laeri, but 
that is subject to correction. 

And then we had a meeting. I had Hr. Hutchins 
and Hr. Robertson with roe at that time, and Mr. Flick 
came down from his home in Connecticut and joined us, and 
we discussed the possible going together of Piper and 
Bangor. 

But t hen there was come inquiry came in f::om 
West Coast, and they were off again, chasing a fallow 
who was going to pu*^ up ten million dollars — 

Is j.t fc.ir to say that in the middle of th«- 

meeting the Pipers got a telephone call? 

A Yes. 

Q And did they report to you that there wa* 
somebody who was willing to put up, willing to consider 
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putting up ;»1Q .nil lion to buy Piper stock? 


HE.. PEL i-?EE: Objection. 


Q (Cor.tir.aing) Did they report that to you? 


HR. PEt: ciOYER: Objection, your Honor, on the same! 


grounds. 


THE COURT: Overruled. 


?. Yes.. 


Q And, as a result, your discussions ware dis¬ 


continued? 


A As a result I said I was leaving town, end ir 


they got back to the conditions I had laid down, 21 would 


ba glad to talk to them, but the time was, you knew, moving j 


along, and pretty soon nobody would be able to do anything. 


and I wasn’t going to sit down until they were ready to 


come in. 


Q Wa3 it you;: understanding. Hr. Wallace, in these 


meetings that the Pipers ware willing to consider Bangor 


Pur ta only in order i:o avoid Chria-Craft? 


HR. ?EXEO*ir.Rt Objection. 


THE COURT: 'fell. Z t’J.nic that you ought he put 


that auction sc that- it dees iot forecast the autiv?ar. 


Q Die yea hr.ee an ur.dast and:,no as to the ‘inera’ 


purpose in in V.-.Ir.g to B-aucoi* Punta? 


Thai: t.tcss in talking to us? 


• p • ..-{i ;<i s v • > 

! ,!:T >T < • : . 
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Q Yes, air. 

A Yes. 

Q What was it? j 

> 

A For Piper to become part of Bangor Punta. 

G And did they tell you why they wanted to lecome 

part of Bangor PunRa? 

* Ye ' 3 - 1Tho * aaid ‘hat if they could not be an 

irdependent company and be off on their own, which they 
vastly preferred, then if they had to be affiliated with 
anybody or aescciatec! with anybody, they would prefer 
Bangor Punta. 

Q And did tliey discuss Chris-Craft wit.' you? 

A Chris-Craft wa3 mentioned, I am sure. 

Q Did they uxpress their views about Chri3» Craft 

i 

i.i your presence? 

A That they would prefer us to Chris-Craft. 

0 Is that all they said? 

A I am sure they said more. I can't giva you the 
exact wording, but they said more, I am sure. 

i 

0 Nov/ v/ho is Mr. Gaile? 

A Mr. Gaile is senior vice preside/, t of finance 
of Bangor Punta. 

Q Ani did you, prior to May 8, 1969, ask i-ir. Gal.le 
to make any cash projections with respect to acqcirLng 
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Piper? 

A I an sere I discussed the acquisition of Piper 
with Mr. Gaiie. i a* absolutely certain of that. 

I don't have any fin. recollection, if you can 
refresh me, fine. 

0 Did Mr. Dalle attend the April 20th meeting with 
Piper? 

A I don't believe J? did. 

a I show you Exhibit 75 for identification, which 

is a memo dated Ap. .1 23, i969, from Mr. Gall* to a number 

of people, and year initials appear there, is that cor- 
re«t? 

A Correct. 

Q Did — 

' My initi * l£ appear here, and this was taken from 
my file because my ha-dwritten initial appease in the 
righthand corner. 

So you read that document. 

How — 

A Y3S * 1 rem,n * ,b<ar this - I don't knew whan I got 
it, frankly, because I was traveling directly after 
- h at April 20tli meeting. 

AR.LIMIdi. 1 will offer this in evidence, 
and I will also effer Exhibit 74. 
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I4R. PENNCYER: No objection, your Honor. j 

MR. RYAN: No objection, your Honor. 

MR. PENNOYER: To either 74 or 7b. 

(Plaintiff*8 Exhibits 74 and 75 for 
identification received in evidence.) 

BY MR. LIMAN: 

Q I will put Exhibit 75 before you ar.d I direct 
y<ur attention to the first paragraph, now reading as 
follow8: ' 

"It. is assumed that the Bangor Punta 
Corporation is going to acquire a majority of 
the outstanding common stock of Piper Aircraft j 

Corporation as follows:" — 

i 

And then; 

"150,000 shares fron mutual funds at $80 
a chare," and then there is a line showing the 
total cost, of §12 million. 

Is that the way you read that, Mr. Wallace, up 

tc there? 

l 

A Yes. 

0 Now had you been told on or about Aprl 23rd 
th at there were mutual funds thar had Piper ho dings 
totaling 150,000 shares? 

The statement wa3 made, I believe. Mr. Long did 


A . 
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not participate in the meeting I had with Piper on 

April 20th, but he was leaving as I was coming in, 

Mr. Long we had discussed, you know, a cash tender 
offer with the Pipers only on certain conditions. 

I kept saying to them, "I am not going to put 
Bangor at some risk here, only if the Pipers participate 
in any loss resulting from cash tender offers or the 
lack of success of them." 

And Mr. Long kept wringing his hands aoout 
some 150,000 shares that were in Fund of Funds and 
committed to the Chris-Craft people. 

Q Did Mr. — 

A That was the story I got. I heard it from Hr. 
Long that day, I think. 

Q On April 20? 

A Yes. And I probably recounted it to Mr. Galls. 

Q And did you do some arithmetic that if there 

were 150,000 shares in funds committed to Chris-Craft, 
is to v/hat percentage of Piper that would give Ciu is- 
Craft? 

A Y as. I think that it would give them pretty 
clc8 e to the — 

Q Fifty per cent, right? 
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A Correct. 

0 So can you t.ll me how, on what basia you 

aasumod in thia memorandum, that you could „ , 

you °° uld acquire 150,000 

shares from mutual funds? 

A I didn't assume — 

“* 1 ° bjTOt form ot the ^ eJ . 

taon. ihe memorandum waa prepare hy Hr. Cali., not by 
Mr. Wallace.. 

THE COHR71 I am familiar with that, i would 
juat aa aoon avoid all of theae foray., 1 am followin, 
the testimony reasonably carefully. 

If Hr. Liman overstate, the m«m>randum, you can 
rely on the fact that I will con.ider it accordingly. 

MR. RYAN: Thank you. 

MR. LIMAN: Let me Withdraw «.»,*#> .. 

wimaraw that question, your 

Honor. 

BY I4R. 7aIi4RM: 

Q Did yoi tell Mr. Galle to make ce-tain 

e cc - tain assumptions 

iihat are contained herein? 

A 1 tol,i I4r * Galle nothing, and I am sure I could 
not even have .looker, to Mr. Galle between the April 20 
raeetinc and thu April 23rd, when this memorandum it; 
dated because ca April 20th, as soon as I came out cf the 
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Vale Club, I went right out to La Guardia Airport: and 
ws took off for Tulsa, and I was then away until Wednes¬ 
day and I — the only people that I spoke to back in 
New York, to my recollection, was Mr. Flick and Xx. — 
not Mr. Flick — Miss Ackerman, who was ray secretary, 
who would give me messages, and I think Mr. Galle, who 
is a very competent and good individual, would make 
assumptions himself actually to try to clarify our 
thinking. 

i 

Q And I take it that you do not know who communicated 
the figures in here in the memorandum to Mr. Galle. 

A I do not have knowledge today of who communicated 
those figures to him. 

Q Was Oppenheiraer a: Carr mentioned at the April 
20th meeting? 

/ I don't recollect at this point. 

Q Did Mr. Long say that if you were going to go 
for control of Piper it was essential that you obtain 
the shares held by the mutual funds? 

A I think Mr. Long was disturbed by tha large 
holding of Fund of Funds. 

Q Did he say to you that it was essential to take 
those shares in order to get control of Piper? 
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* I have no recollection now of what ho said or 
did net say, except that he was very gloomy and if I 

pr.id attention to him I think I would not have done any¬ 
thing . 


Q Did anybody use words like "If you could take 
the block from under Chris-Craft you would have a good 
chance of getting control"? 

A I don't recall those words. There must be 
some way of refreshing my recollection. 


C Can you identify Exhibit 76 for identification? 
f. Well, that is my memorandum, labeled "Con¬ 
fidential." It is initialed by me, signed by me, 
sent to Mr. Salgo, Mr. Robertson, Mr. Flick and Mr. Galle. 
THE COURT: Dated — 


THE WITNESS: And dated April 28, 1969. 

This would be after my return to New ’.fork. 

C And thi3 represented your thinking about Piper 
as of that date, am I correct? 

A Well, I hadn't read it over, but I thj.nk so. 

0 I would like you to read j.t over. 

A You want me to read it over? 

C It is not a long memo. 

Z Thi3 is essentially the way I felt. This 

repiasented my jest thinking. As a matter of fact I 
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thinJf. i dictated this memorandum into ray machine at home 
one night. I think that's how this arose. 

Q Now the first paragraph of this memorandum, 
the first numbered paragraph, states: 

"The package of securities to be paid by 

Bangor Punta should be tied to the $80 market 

value figure at the time the offer is made and 

to a yield amounting" — 

A "to a current dividend . .yield of $1.40 
per share on the Piper stock." 

Q Is that right? 

A Right. 

Q Mine was missing a word. 

A why don't you take mine? 

Q Where did you get the $80 figure from? Had 
you had discussions of $80 at this date? 

A There had ]>een discussions of what we would pay. 
Ay recollection is, I wanted to pay around $70 to $75, 
and the indications that I got back was that you could not 
succeec< uniece you T vcsnt up to around $80. 

Q Who gave you those indications? First 
i3o£ ton? 

A I would at this point say that would be accurate 
I was reiving on the* for the feel of the market. 
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Q Now the next paragraph sayss 

"No cash should be paid out by Bangor Punta 

for shares of Piper unless Bangor Punta is 

certain of obtaining the 50.1 per cent control 

of the Piper stock." 

A Yeo * 1 felt th *t way at the time. 

Q Nov; can you explain why you felt th.it way? 

* WSi1 ' yOU see ' fi ^st discussion, we had 
wxth the Pipors, I suggested that if - Blat they .. 

I kept telling them, from January onward, that.the longer 
they fanned around and delayed in coming to crips with 
tris problem, the less sure was the chances of Bangor 
being able to do anything. 

And I felt that the difficulties wera all 
engendered by the Pipers, not by us. 

So then I suggested to then the*, we font ease 
kind of a joint venture, a joint undertake and nek. . 
cash tender and that wa would share any lots that wts 
experienced if we ware unsuccessful. 

The fanily wasn't willing to share nay loss, 
so then the newt thought that I had was to buy rht Pipers 
out -t. and then try to get the rest of It, .te before 
we emitted and tied a lot of oash, which we would have 
to borrow, into it, that we should be sure that vi !,ad 

: HERN Cli> 'RiCT COURT REPORTERS 
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Q Why do you attach significance to the 50 per 

cant? 

A Why I attach to 50 per cent — 

THE COURT; Did you finish your answer to the 
other question? 

THE WITNESS: I really don't <cnow. I don't 

think it's important. 

THE COURT: All right, go ahead. The question 
ie why you attached importance to 50 per cant. 

A Because I felt that at 50.1 par :ent we t*ould 
be in a position at least to prevent anybody else from 
merging with Piper Aircraft, but nothing beyond that. 

Q And is it fair to say that you did tot want to 
be in a position of putting up cash if your interest could 
be merged up by Chris-Craft, for example? 

A I did not want to put up cash unless I fe..u 
that I had a fair chance of getting all of Piper Aircraft 
in^o Bangor Punta. 

Q f Wes thia an overstatement ir. your memcranduxu, 
where you said that no cash should be paid out by Bangor 
Pu lta unless Sanger Punta is certain of — 

A Well, it is not an overstatement, re.lly, but I 
didn't live up to it because we in fact did put cash in 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

Foley Sc jane . N. v ., N.Y. 1C007 Telephone: CDptlanc 7-453' 



2 

3 

4 

5 

6 

7 

8 

9 

10 | 
11 
12 
13 
*4 
15 
Jo 


ii 


17 

18 

19 

:o 

;i 

72 

73 l 




^ Wallace-cross 

without getting 50 per cent. 


1833 A 


Q Now — 

A But that's what I would have liked to iiave 

done. 

Q Now paragraph numbered 5 says that no commitment 
for the Piper acquisition should be given by Bangor Punt. 
Un ^il the legal department — 

A has liad a chance to review all current 

and pending litigation between Chri3-Craft and Piper as 
to determine its possible obligation to Bangor Punta. 

0 And that represented your view at that time? 
h Yes * Obviously there was a dogfight here 
end I wanted to make sure we understood where all the 
dcgs were before we got in. 

Q And paragraph 6 says: 

'Clearance with both the SEC and the New 
York stock Exchange should be obtained before 
B=r.gor Punta binds itself in any way to proceed 
with the Piper acquisition." 

13 that correct? 

A Correct. 

Q Now can you tell me whether Bangor Punta aver 
sought clearance with the SEC before it issued its May 8th 
press .r elease? 
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A Mo. I icn't believe it aver did, but that's 
not the kind of thing I vas talking about. 

Q Well, what were you talking about when you said 
that clearance should be obtP ;p, *“~ before you made a 
corcaitment? 


A Well, what I was concerned about wei3 that there 
wore all sorts or: problems at this point running around in 
general. 

You know, there was the Mills bill. There was 

j 

a question as to the stock exchange putting limits on 
the number of warrants you could issue. 

I didn't want to end up in a position where I 
had promised more than, we could give. 

For instance, you know that Mills bill v/as to 
have a limitation on debt, you know, how much you could 
deduct if you had too much debt. 

Q Now did you seek clearance of any sort before you 
bound yourself in the May 8th, 1969, agreement? Did you 
seek clearance from the SEC of any sort? 

A Well, this memorandum went to Flick, and X 
assumed if I did something after Flick got a memorandum 
like this, than that ho was already agreeable to what I 


w.i3 doing. 


I didn't go down and say, "Did you terd -ny 
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memorandum?■ 

He was a highly competent attorney and I assumed 
if he didn't agree with something he wouldn't let me get 
into trouble. 

Q Flick never called the SEC? 

A Oh, no. 

Q And when you were at the offices of Chadbourne 
on May 8th, you knew a telephone call had been made to 
the Mew York Stock Exchange to stop trading in this stock? 

A I believe Flick notified the stock exchange 
so they would be aware of what we were doing. 

Q is it your understandi n g that on Hay 8th he called 
the SEC? 

A I don't believe he called the SEC on May 8th. 

MR. LIMAN: I offer Ex hi bit 76 in evidence. 

Q I show you a copy of Plaintiffft Exhibit 44, 
which I believe is already in evidence, while the lawyers 
are checking that, and I ask you to read it to yourself, 
the part on Piper. 

MR. PENNOYER: No objection. 

MR. RYAN: No objection. That is Exhibit 76 

for identification. 

(Plaintiff'a Exhibit 76 for identification 

recaived in evidence.) 


SOUTHERN DISTRICT COURT REPORTERS 
United States Court House 

*0L-=Y JCUAKE, N.Y., N.Y. 10007 TELEPHONE: CORTLAND 7*580 






ppi 


Wallace-cross 


1836 A 


871 


Q Exhibit 44 contains an excerpt from your board or 
ex-cutive committee meeting of May 6, 1969; is that correct, 
Mr. Wallace? 

A Yes. This is correct. I am readhgit ovar now, 
and I certainly see nothing here to disagree with. It is 
ay recollection of what took place. 

Q And is it a&ct that you pointed out to the members 
of the board present that, "Hie existing information in¬ 
dicates that about 104,000 shares of Piper are being held by 
several funds on behalf of Chris-Craft Industries, Inc.”7 

A Yes. 

Q Did you — 

A I believe, tha information I' got, they were 
emot.ioia.lly committed ti Chris-Craft. 

Q Wow, who gave you that information? 

A I mignt havo got it through Mr. Milne or somebody. 

• I don't know. Somebody I had gotten it from. 

5 Isn't Mr. M. Ine a public relations man employed 
by Hmgor Punta? 

\ Correct. 

■) V7as it one cf Mr. Milne 9 s duties tc find out where 

stock vras placad? 

1. Nc ,but Mr. M.lne's duty was to listen to every 
broke:: and uo forth tiat calls up. 
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Q DO you recall that you got that Information from 
Mr. Milne? 

A No. I don't recall it specifically. I am just 
saying he's a possibility. I don't know where I got the 
information. 

'V 

Q The answer is, you don't recall where you got the 
information? 

A I doift recall where I got it. 

Q Was there any discussion at thit executive 
committee meeting as th what you could do to obtain these 
shares? 

A Well, i think there probably wa some discussion. 

I don't recall it now. 

Q Now, on May 8th, *ere you told by First Boscon how 
they valued the Piper family package? 

A How they valued it? 

Q Yes. What value they attached to it. 

A No. They didn't discuss, I don't believe at this 
moment, unless you have some way to refresh uy ^collection, 
the method of valuation that — 

Q Did they toll you what they thought it was worth, 
without discussing the method of evaluation? 

A I don't recall that, unless you can refresh my 
recollection. 
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Q Mr. Wallace, let me ask you, on this subject: 
did you keep an appointment diary? 

A I k.ep a little book, which I think now has 
somehow disappeared into all this litigation, because I was 
looking frr it the other day, and I write into it, you 
know, i 7 I have a date or, you know, I'm supposed to be 
some p. J ace. 

C Ace yo; saying that you have bten unable to find your 
196'J jock? 

A It's some pl-'ce, and I'll have to find it. 

Q You haven't checked — 

A It went down to the SEC. I guess it's been 
returned now. 

J You haven't checked before testifying? 

A I Jo. 

G Ir. particular, you have not looked for your entries 
on July 29, 1939? 

A No, but I think — I think there Was some refresh¬ 
ment of ir.y recollection on that. 

Q Mr. Ryan asked you a question alout July 22th, and 
I will ask you now: 

Is it your cestinv.iy that you die not meet with 
Mr. Gordon — 

A No. I believe • - 
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Q — and myself on July 29th? 



A 

NO. 

I believe I met with you. 


Q 

Now, 

do you recall being examined, in June of 1969, 

in 

this 

case? 



A 

If you say so, you know, I was examined in this case 

in 

your 

office 

, I believe. 


Q 

Yes. 

3t was only one one occasion. 


A 

Yes. 

rhat 7. recall. 


Q And do you remember being asked th:s question and 

9 

giving this ansver? 

MR- LIMAN: Page 101. 

Q (Continuing) "Q Mr. Wallace, at the negotiation 
of this Hay 8, 1969, agreement, you were told, »»re you not, 
by First Boston that they valued the package that you were 
offering to the Piper family at $70 a share? 

"A Aot at $70. Around that. 

"Q They said it was around $70 a share? 

"7* I believe so." 

A Well, I think what I testified there was tru*. 

I ju3 1 don’t remember it now. I mean, I'm not dsnvingr it. 

I just don’t remember it. 

Q At the tine you gave that testimony, that was yiur 
re© :1lection? 

A Then I would accept that recollection. 
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I just have no way of knowing it now. 


Q Did I understand you to say a few momenta ago 
that First Boston never discussed how they would arrive at 
their valuation of the package or how they arrived at the 
valuation of the Piper package? 

A well, you said the Piper package. 1 don't believe 
so ever discussed that. If there's something in there, I 
will accept it. I don't Kiow what it was. 

q as you best recall now — I am asking you for ybur 
recollection today, whatever today's date is — do you recall 
any discussion with First Boston as to how they would value 
the package totsoffered to the public? 

A Oh, the public, yes. 

Q Did they discuss that with you on May 8, 1969? 

A Not to discuss it, but I think as a matter of 

curiosity, I may have asked Mr. Flick, or I may have asked 
Mr. Laeri, and they said they had a committee, and there was 
a great rigmarole. They had a whole group of e sports that 

they put on this to value the pieces, the bond expert, the 
warrant, expert and I don't know whatever expert. 

Q Well, did they state what criteria they would use 
in any way? 

A I don't now recollect such a statement. It may 
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have been; it may not have been. I don't know. 

Q Was there any discussion as to the date as of 
which the valuation would speak? 

A Well, always my impression was that the valuation 
was as of the date the securities were offered to the public. 

Q Was it your understanding that it would be as of 
the date that your offer became — 

A Effective? 

Q — effective by way of stockholder approval or 
otherwise? 

A No. I believe it would be at the time that the 
offer was made to the public, because that's when it would 
have to be, at the time that the registration statement or 
the exchange offer was mailed to the holders of Pipar stock. 

Q And that would be so even if there had been stock¬ 
holder approval subsequently? 

A Thath ray impression. 

g And that was you.r impression on Miy 8th? 

A I don't know when it was ray imprestion. It's been 

my impression for as long as I can remember. I don't 
remember whether it was ray impression om May 7-J» or May 9th, 
but I know it was ray impression. 

Q Was there any discussion by the 1 etiye s who were 
at the Chadbourne office on May 8th as to hou* this valuation 

_ 
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WOUDHUYSiSN, residing at 


Puritan Road, Rye, Sew York, called on behalf cf 
Chris-Craft, having been first duly sworn, was examined 
and testified as follows: 

DIRECT EXAMINATION 


BY MR. ACKELL: 


ment. 


You are a member of the firm of Burnham £• Company? 

i 

Yes. 

How long have you been a member of that firm? 

15 years. 

What did you do before that, sir? 

I was an employee of the firm. 

In what capacity? 

An employee in the international securities depart 


What did you do before that? ^ 

s 

Prior to that I was in the service of the Nether¬ 


lands Government. 


What was the nature of the service you rendered 


to that Government? 


A International financial in nature, between 1947 
and 1952, as financial attache at the Netherlands, the 

I 

Netherlands Embassy in Washington, D. C. 

i 

Q Are you still engaged in that portion of Burnham's 
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Q Would you »hat you do In that portion 

of Burnham's busirv* s? 

A Tenlirg in securities of o variety of nations, 
between different markers, L ternational investment oanking 
transactions, raising capital in various financial markets 
for 0.8. or foreign corporations, long term or short term. 

I think that about „.oes it. 

Q Are you now in charge of Burnham's international 

securities department? 

A Yes. 


Were you in charge of that department in January, 


1969? 


Yes. 


Q Prior to January of 1969, did you have any business 

t 

relationship with Christ-Craft Industries? 

A I personally did not. 

Q Are you aware of any business ot *am & 

Con*>any in connection with Christ-Craft prior to January 1969? 

A No, none other than that Burnham & Company may 
for its client have bought or sold thes'uares of that company. 

Q Did there come a time in January 1969 when Chris- 
Craft did come to Burnham & Company? 
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A Could you repeat that? 

Q Dirt there cone a time in January 1969 when Chr:‘;i- 

» 

* 

Craft asV.ed Burnham & Company to do anything? 

A Yea. 


■ 


• i 
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Q IJher. was that? 

A The first moment that I became aware of that 
was the day before the last weekend, whatever date that exactly 
was, 28th, 29th, 27 th — it v.as on a Pci day — 

Q Friday, January 30,1969? 

A Yes. 

Q What were the circumstances uru:er which you becarre 

aware ci that? 

i 

A My senior partner, Mr. 7 .. N, Burnham, phoned me 
in my office and asked me to join him in a discussion which 
he had, and when I entered his room I found a vice-president 

i 

of Chris-Craft there — 

Q What was his name? 

A Mr. Len Gordon — and Mr., Burnham, and I joined 
them in their discussion* 

Q What was the substance of what vas said at that 

I 

meeting while you were present? 

A Mr e Burnham briefly explained to me that Chris* 
Crafc was in the process of making a tender offer for 
500,000 shares of Piper Aircraft, and that they wanted to 


I 

I 
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******* a<la ' •**• : IK 'zaze th,m 30n,Cf;3 Q . arc* wera 

tendered? Si-.-:. .. -ns anted. fc.» give c.n opinion a:« to tfca 
feasibility ;ul r-is .ng tno siansy co pay for these additional 
shores in t a 'duro£*jV \tc j.< — t 

Q ':-e ..v/ching said c/hile you were present about 
the intention*; o.: Chi*ia* Craft vita mspact to Piper? 

A ~-8., ;hi h they wanted to acquire control of 
Pipe;: Aircraft, 

Q V7?r3 there any distuasior. of the amount of money 
that night bo required to achieve that objective? 

A It was escixaced sonm/here between 20 

and $25 million. 


f~* ; 


i 

0 f oalia re you said you were a3ked for ycur opinion| 






sir. 


ti 

Y » :, 


■ 1! 


A 

Q 

meeting? 

A 


As to the feasibility of raising the money. 

Did you give your opinion in the course c? that 

Yen. 


. i 


Q Tvnat va« that? 

A ivbafc subject to ray checking further, I ihought 

it. could ix* *uone. ‘ -hat vrae a preliminary opinion. 

0 yon then o-vocyr. further? 

A "Taa, I did. 

Q With vriuw. did yew *;hc c;c further? 
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A -i- phoned ant: oi cur merchant barJcin'j 2z :cuds i.i 

London, and I phoned one of rwy partners, a partner cl Burnnan 

fi Company, who is permanently residing in Brussels, relgiun, 
on the continent of litrope. 

Q before you gat into the substance of those 
telephone conversations, can you place than: in time? 

A There ware several telepncne conversations **-* 

Q When was the first ons . sirr 

A That was to my partner in BrusscIs„ 

Q On what day was that conversation? 

A It was either Friday afternoon or during the week¬ 


end. 


Q Friday, January 30, or dur ing the weekend. 


February 1 or February 2? 


Q What did you say in that first conversation? 

A I discussed with him whether he also thought 

that it could be done, that this money could be raised, 
which he affirmed, and we sort of split up, he would contact 
a bsnk on the continent of Europe and I was getting it 
touch with the merchant banking firm of Singer fe Friedlander 


in Icndon. 


When yon tay "he," you are referring to your partner 


in Brussels? 
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I 

Q 

What was hi9 naitri? 

1 

i? 



i 

t 

i 

A 

Roger Jospe. 

j 

i | 

t % 

Q 

Did you then contact Singar & 

1 

Friedxander in 

n 

. i ; 

London? 


• 


A 

Yes # I did. 

• 

« 

1 

Q 

Whom did you contact there? 

1 

9 ’! 




i, 

i 

A 

One of the managing directors 

by the name of 


I 

Francis Hoc:i. 

I 

Q Did you telephone Mr, Hock? 

A Zee, I did. 

Q What did you say to Mr. Hock in that telephone 
conversation and what did he say to you? 

A I briefly explained that we had a corporate client 
ir. the United States which was engaged in a take-over, in 
Baking a tender offer for stock and that this corporate client 
might wish to borrow between 20 and $25 million for a period 
of one to two years. I discussed with him whether he thought 
it was feasible and what his initial reaction was as to the 
terms of a loan of that kind. 

Q Had you been told of the duration of the loan 

i 

required previously? 

A At the -aaeting at. the office of Mr. Burnham I 


■ w-POBTfifcr 

1 j.M • Kt* * f'Yfri COBS'. '.OUiT. 

• *>. ' : • Vi ‘•m.st-w,'*: CO::.-* 7-4M/ 




rmb-7 


■'113 


Woiuihuy 8. <a <3 c 


1848 A 


bad asked that question, for how long the client wanted to 

J 

borrow the money, and it was indicated to me that it would 
be for a period of one to two years. I had asked a number 


of other questions from Mr. Burnham and Mr. Gordon, the 
vice-president of Chris-Craft and I had expressed an opinion 

i 

as to what I thought would be the approximate rate of inter¬ 
est and what other attractions a possible lender in Europe 
would require, and on the basis of the information from 

! 

discussion I had with Mr. Burnham and Mr. Gordon, that Priday j 

f 

I talked to Mr. Hock and he indicated to me, he gave me his 
initial indication as to what he thought the terms should be. 

Q Has there any discussion in that conversation 
as to when the funds would be required? 

A I didn't hear that? j 

Q Has there any discussion in your first conversation 

I 

with Mr. Hock ..bo’’t when tha funds would be required? 

A - 68 . I told him that I had been told that the 
funds would be require quite promptly. 

Q When were you told that? 

A At that same conversation with Mr. Burnham and 
Mr. Gordon, on Friday. 

Q Who tola you what on that subject at that meeting? 

A I would say most of the talking was done by Mr. 

I 

Burnham, who tried to give me a brief description of what he j 
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expected i c t\- v /-t vfcafc ?r.:-*cvi// hh: one- unfi «r»at exact! 
the other psi out, I do cot :.*:<;all. 

Q O'S tlfc *w?.> OAic it, uhat *>aa the 


substance c * ist . 3 if 


< * « 
■ •' 


i i nspect to v;han Lhe funds 


would be re:j«: 

A One of ci.e notes that I. had ui.ide daring that 
conversation on 7rid.ir in Mr- Durnkaa 1 s ro-.n and during the 
telephone corvazsctiov s I had subsequently. I find that I 
wrote down *We woi»ld '.rant to know by 10:00 A.M. Monday," 
and this I w©« >id wa 2 :t to know whether thiu could be done by 

10:00 A.H Me aday this I conveyed to Mr. Hock. 

il 

< Q Is tliat your recollection today? 

i; 

3 A Ves. 

\, ■■ ■■■ ■ 

Q On Monday, you itean Monday, February 3,1969? 

A yes. 

Q Did you identify your client in your first con- 

I 

versation with Mr. Jock? 

A Not initially, but during that conversation at 

I* 

' a later stage. 

Q During the 9aci2 telephone conversation? 

A After Me. Hock had — 

*V"E r ;UD!tf r Cuv-id you pause just a minute? Thare 
it an eiRc. ».ge>!.&y jg ; tdiuk 1* a~ » to b« fei.t.ondcd to. Wt will 


take a short recess. 
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; ' F ACKE1.L: Mould you rend the last question 


and answcr? 


[Record read j i 

A After Mr* Hock had indicated that he felt that 
this money could be raised on condition that we were dealing 
with a well-known client, the stock of which was lirtoi cn 

i 

the New YorkStock E:.c:hange or cn the American Stock Esjhange, j 
and after he had indicated to me what sort of a client he 

> 

thought the noney could be raised for* j 

Q At the time of your first conversation with Mr„ 
Hock, what financial information, if any, concerning Chris- 
Craft did you have available to you? 

THE COURT: At what stage did you disclose, if j 

I 

ever, the name Chris-Craft to Mr* Hock? 

; 

TH3 WITNESS: At the second stage of ray first 
conversation over the telephone* I had several conversations 
over the weekend with him. 

COURT: When he came back to you and sa.d that * 
under certain conditions and bearing in mind that it would 
relate to a Stock Exchange company and have certain standing, j 
was he then mindful that you wore thinking Chrrs-Craft or 

i 

h*.d you pot yet disclosed that name to him? 

A I disclosed that name to him after he explained 
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to me wnat i tn, co»«* • tiouc *.. > 


•i'j' v' JU *x c ^ ^ '*y/ •» • »#fc »»v a» j >. _ # 

• < * v ' ** * r -<.^Xvir.g to you on a 

theoretical « w cntil hr tvp^i-M, these condition;,, 
it that rif'atv the-. i* ,., r* va8j that or. h., in adnd per- 
ticularly c he was j-wL talhi..g n.iunt generalities? 

THB He was t2i>iag in generalities a .d 

explained to ;oa under what ci’-cu'-p*' >. . . . 

a ~ sthCcu no thought it could 

be done arc then i divulged — 

' tHa C0CrJI ' : Wlen vao tliat explanation given what 


d6.y? 


VIE wiTiWes* The first telephone convocation 

I had with him 

Till! CODiti’s Wien vou this particular 2Xplunation 

and reaction given to you? was that on Vridav, Saturday. 
Sunday, Monday, Tuesday, Wednesday, when? 

THE WITNESS: Either on Friday afternoon or on 
Saturday morning. 

THE COU.*T: So that he reacted promptly a v.d gave 
you the guidelines within .1 tiny or sc, la that rightV 

THE WITNESS: Dvri.ng tli© one telephone conversation, 
' .TEE CCtFT: All : ight. 

B 7 b' 3 \. ACKES-I.i 

Q I ajkeo ,0-1 what i'iawcis t mtti ooacsrniju 

Chris-Craft you hao avail ah*e to you it the tijoe of 7 cu ; 
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conversation with Mr. Hock? 

A I had a 1968 annual report of the company and 
I had a registration statement of the last financing that 

I 

had been done for that company. 

Q In your conversation with Mr. Hock did he make 
any statements with respect to his knov/ledgeability about 
Chris-Craft's financial condition? 

f 

A After I divulged — 

MRc, PENNOYER: Objection — 

A — the name of the company — 

MR. PENNOYFR: Objection, your Honor. 

THE COURT: What is the objection? 

MR. PENNOYER: Form. Leading. 

< 

» 

THE COURT: Go ahead and finish your answer. 

After you divulged the name of the company, then what? 

A He told me that he knew all about the company's 
attempt to ouy the stock of Piper Aircraft c about the tender 
offer and, as a matter of fact, he then told me that he had 
just a couple of days before, and I made a note of the date, 
on the 28th of January, received a cable from another brokerage 
firm. White, Weld 6 Company, suggesting to him that he do not 
sell his Piper stock as yet, because they expected a higher 
price to be offered for the shares of Piper and he told me 
tliat he was fully familiar v/ith the situation. 
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Q t.e„ that diiScx^Fsion v*ar tiler 3 any further 

discussion in that first telephone call with Mr. Hock? 

A There was a second telephone conversation —• 

° have y°- Lo - d »a everything tlx at happened on the 
first one, dir., that you recall? 


Q What else was said in that first conversation? 

A p £ told ins what fee thought that the interest rate 

would have to be and he told we that his firm would require 
a certain amount of warrants to lie issued, and I have soma 
notes which I made during the telephone conversation as to 
the number of warrants he would require and the interest 
rate, the interest rata being 1-3/4 of one per cent above 
the International's bank rate for Eurodollars in London, 
am the number of warrants to ba required would be 12,500 
wax'rants if the loan were to be for 12 months, it would be 
12,500 warrants par $1 million exercisable at $48. If the 
loan would be for IS months, 17,500 warrants per $1 million 
to be exercisable at $48 per share, and if the loan ware to be 
for two years, for 24 months, 22,500 warrants per $1 million 
exercisable at 43. 

Q You mentioned an override over what you called 
the International bank rate. What do you mean by "International 
bank rate"? 
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as ! the ■ i.. i of 
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Vass, t love • r . r.- >.r<:s< a 7 >>*r cent* 


What war: t'r* -'v* 


.ctr o>: Jr.v.-ru-st %s?ida 


9 | from tnr. wart unis that y > ■ ■ ■ ‘w.ij. Mr, Me .k 
t , in that. :a^'■rsaif on? 

,, i T- (- 3/4 vr cent 

1 C {Tad ’*ou discuss, t v.i '. rubyect oi warrants with 

anyone before. your convcJT .5 or '•v'-h ti..:, r Ioc . ? 

. a It had come up that Friday it the conversation 

,5.| with Mr. Burnham and Mr, Gordon 

16 S q What was said about it during that conversation? 

17 A I had suggested v.hat the lender might went some 

ji . 

iR !i warrants "<c be inc).i>ce»l m the dual and cor-secjne t*.±y » was 

■ _ 

'9 |j asked to find out if he wanted that in addition to t. H e 

i! 

X) jj .interest rate and he- many warrants and at \ rat ptic.r these 

o’ I warrants would be convertible into common shares. 

j| 

^ j q H-V 6 you %+& i o l.hf. itii cor>vur:»<*i io*i 

\ with M::«. Hoc* cubing your first fceJephoru cal’? 

[ 

24 jj ,«v Tnrrr it. one otfto: oo int but I cion fc qv ite 

i’ 

25 | remember — wuii, \ have rotson to believe it *as during the 
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nub-l* 
first corr-Xiirsiation, 

0 What was that conversation? 

A -Tnat was that T was very conscious of the fact 

tliat the company might not r. >od exactly 20 or 25 mi llion, but 
maybe leas v.d, therefore., :. coked him if he v?ould be 'rilling 
to make ar. arrangement an^ji. vhioh the company would pi>j 
him a standby fee uncei which the company would borrow <* 
fixed amount and merely pay a standby lee on any part of 
that amount which they would ultimately not take down, 

0 Was there a discussion of the cost of such a 
standby arrangement if it >erc made? 

A My notes indicate that during that telephone 
conversation he wanted warrants for the standby to the 
extent of 10 per cent: of the numbers that 1 mentioned earlier. 
My notes do not divulge an interest rate in connection with 

I 

the standby for the specific standby commitment. 

Q What was the customary practice followed by you 
and by your firm in the arrangement of this sort, Mr. Would- 
huysen? 

A Well, I personally do not start bargaining for 
a quarter of a per cent or a different number of warrants — 
THE COURT: I think the question was what 

was the arrangement? 

MR. ACKELL: Frankly it wasn't, your Honor. I 
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was attempting to develop what ths customary procedure was 
of Burnham s Company and Mr* Woudhuysen in arranging loans 
of this kind. 


question. 


THE COURT* All right. 

KR. PENNOYER: I object, your Honor, to the 


THE COURTt Go ahead, Mr. Woudhuysen. 

1 took some no tee and transmitted them at the 


first opportunity to Mr. Gordon. 

4 I don't think you understood my question, sir. 
It is what your usual procedure is when you are asked to 
arrange a loan of this kind? 

THE COURTS What is your interest in putting thr 
a deal like this and how do you work it out? 


A We would want a small part of the interest diffe; 

0 

ential which the foreign bank adds to the 1 Sensational bank 
rate. In other words, they wanted 1-3/4 per cent on top of 
the international bank rate, and we would have asked them 
for a quarter of one per cent commission. 


Is it your practice to make these arrangements by 


telephone? 


Was this done in the course of your normal and 


customary procedures? 


Yes. 

•*. ’• L'L- Rtwjrm 
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Q Now you referred to ether conversations with 
Mr.hock over the weekend. when did the nert one occur? 

A During that weekend, or Monday morning, shortly 
after I got to the office. 

1 do not remember exactly whether it wan during 
the Sunday or on Saturday evening, or whatever - 

Q What was the substance of the second convention 
with Mr. Hock? 

A He confirmed - he confirmed to me that this was 
the way he thought it definitely could be done. 

0 Now did you have any conversation with Mr. Jo .pe, 
your partner, in Brussels, over the weekend? 

A Yes. 

Q What was said in that conversation? 

A I asked him to stay right on top of the situation 
with Singer i Friedlander, which is easier between hrus.el. 
and London. I wanted him to be fully informed, so I 
relayed to him what I had diaouased with Mr. Book, and 

1 al “ aSkB ' J chB< * one or two other banka on 

the continent of Europe in order to see if these rates 

were competitive or perhaps some other bank had more 
attractive terms. 

And in consultation with each other we decided that 
he would check with a hank, a commercial hank i„ Amsterdam, 
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which is icnown to do this type — known to be interested 


in this type o£ financing. 

Q ,3id he report back to you? 

A Yes, he did, and he reported back to me that 
they really could not give us an answer before ten a.m. 

Monday morning because this had to be brought up in a 
board meeting. 

Q Who is "they," sir? 

A This particular bank, which was the HOllandsche Banft 
Unie, and the managing director to whom he talked could not 
commit himself over the weekend to this. 

Q what was the purpose of having Mr.Jospe become 
involved in this proposed loan? 

A Well, if our client had said to us, "Go ahead, 
we want to close this," then he would have gone on a 


plane to London and finalized the arrangement. 

Q Now have you told me the substance of all your 
conversations over the weekend with respect to thi3 loan? 
A Yes. 

Q now what occurred on Monday, February 3rd* 
concerning the loan? 


A I called Mr. Gordon. 

Q What did you say to Mr. Gordon and v/hat did he 
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say to you? 

A I think he 


. .1 


wasn't in his office, and then he 


called me back, ar^ I called him, and findly, in the 
course of the morning, we did get each other on the .hone 
and I told him on what terms we could arrange this loan, 
and I told him who the counter-party would be, that it 
would be Singer fi Friedlander, which is a merchant 


oankiag company listed on the London Stock Exchange, anc 

from thsre on 1 Wis siting for him to give us the go- 
ahead signal. 


0 Now were there any further developments _ _ 

a loan from singer a Friedlander to Crhis-Craft. after 
February 3rd? 

A On that itonday ant 1 on Tuesday ard for several 
days I tried to get an answer from Mr. Gordon, but I 
couldn't get an answer from him, and I so advised my partner 
in Brussels in order that he may — that he might tell 

Singer & Friedlander that there was no decision on it 

yet. 

1 8e£ h0re a of February 4th and another 


measage to him, of February 5th, and — 

Q iJow were y° J talking about the sane transaction 
in your communications with your partner? 

A At that time, yes. 
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Q Now did there come a time when a different 
transaction was considered? 

A Yea. 

When no decision had been taken for about two 
weeks we urged Chris-Craft that they should take this 
money down, that they should make these arrangements, be¬ 
cause itwc very attractive, and we told them that we 
could do this on a standby arrangement. 

In other words, the cost to them would merely be 
the cost of the standby arrangement, and they would have 
the possibility to take $20 million down at any time during 
the next 12 to 24 months. 

C With whom at Chris-Craft did you have these 
discussions? 

A All with Mr. Gordon. 

Q Well, what did he say to you concerning such a 
standby arrangement? 

A He led ma to believe for a while that this was — 
that they were interested in that. 

Q Vfes such an arrangement concluded? 

^ Mo, it was never concluded. 

i'jcu on the 18t.h of rebruary j sent a message to 
r..y partner in Bruscels say:.ug that the company did not need 
the financing nor the standby arrangement. 

D-STJBCT OhtWT 

CiAjWT HO-U- 

Fc.tjEV SOU** 5 *, tv . U.Y. JOW Itl.SPt atfP C*TtM O 458 > 






pj-s 


VJcucU.uvc 2 n.-cr. sa 


1861 A 


MR. ACXELL: I hava no further questions, your 

Honor. 

CROSS EXAMINATION 
BY MR. PENNO'YER: 

Q Mr. ftoudhuynen, I believe you have referred on 
several occasions to some piece of paper in your file in 
the courso of your direct testimony. 

Would you show me those documents tc which you 
referred, please? 

A Here (producing papers). 

Q Now going back to the meeting on Friday afternoon 
with Mr. Burnham and Mr. Gordon, I believe you stated that 
you understood that the funds would be required quite 
promptly. 

Were you given any idea of how promptly, other 
than "quite"? 

A Net very specific, but within a matter of days 
during the next week. 

Q It was sometime during the next week? 

A Yes. 

Q Any particular day mentioned of the week? 

A No. 

Q Did Mr. Gordon ini... cate to you in the course of 
that meeting how >aany warrants Chris-Craft. would be willing 
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tc giva? 

A v.o. It was the Eubject of discussion but he 
did not indicate how manywarrants Cfaris-Craft was willing 
to give. 

Q Were any numbers mentioned at all, either by 
you or by Mr . Burnham or by Mr . Gordon? 

A Yes. Lr. Burnham mentioned very roughly, after 
1 had broight up the question of warrants, 10, 20 thousand, 
15, 20 thousand warrants per million dollars. 

Q And did Mr. Gordon make any comment with respect 
to any of those numbers? 

A No. 

Q Did he make any comment with respect to any 

possible requirement that Chris-Craft's stockholders' 
approval might be necessary in order to issue those war¬ 
rants? 

A No, not that: I REMEMBER. 

Q Jo you recall any statements by Mr. Gordon 
regarding possible restrictions on unsecured bank Joans 

tc Chris-Craft? 

A No, sir. 

Q Was any mention nade by Mr. Gordon of the terms 
ar.d conditions of certain senior notes outstanding at the 
time? 
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Wouldhuysen-cross 
A We did go briefly over the balance sheet and 
tie other financials of the 1968 financial statement, 
devoted some general discussion to the various items on 
that. 


I do not recall any specific discussion of any 
specific item other than, strangely enough — but Z 
remember that — something about a TV station or radio 
station. 

But we did go over the v balance sheet and the other 
financial statements in the annual report. 

Q a .id you discuss with Mr. Gordon on Monday, when 

you called him back, the terms indicated by Mr. Hook? 

A Yes. 

Q And those included the warrants which Mr. Hook 
said would comprise part of the loan consideration? 

A Yes. 

Q Did you tell Gordon on Monday that the exercise 
price was $48 or would have to be $48? 

A Yes. 


Q And was tiiat above the then market price of 
Chris-Craft, that is, Chris-Craft common? 

A That I do not remember. 1 do not remember what 
the price was at the time. 

Q Did you indicate to Mr. Gordon bow long the 
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warrants wore to be exercisable? 

A Yes. 

Q How long? » 

A l pointed out to him that they had wanted the 
warrants to be exercisable for five years, but I also 
pointed out to him at the same time that I had made no 
attempt to negotiate either this or any other condition, 
because I didn't feel that I was authorized to negotiate; 

I was simply trying to get the v-.erms and pass them on to 
him, and that from there on it w 43 up to him to let me 
know. 

Q And thereafter, at any tine, did you finally 

negotiate the conditions? 

A No, sir. 

Q Was one of the conditions mentioned bv Mr. Hock 

the condition that Chris-Craft must get 5*: per cent on its 
cash tender offer in order for the loan to be nade? 

A I don't recall that condition having been made. 

Q Do you recall any discussion on that subject, 
that is, the likelihood of Chris-Craft gettinc 50-plus 
percent on its cash tender offer? 

A I don't recall that. 

Q What did Mr.Gordon tell you on Febxuaj/ 13th as 
to why Chris-Craft didn't want the loan? 
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A I am not sure that I got this information from 

;*r. Gordon. I may have gotten that information from Mr. 
Burnham. 

Q Well, regardless of from whom you got it, do you 
recall now the reason given for Chris-Craft's not wanting 
it, that is, not wanting the loan? 

A No, sir. 

THE COURT: Didn't you get any explanation of 
why they dropped the subject? 

THE WITNESS: I am searching my memory *pd j 

remember that they were so involved in lawsuits that were 
coming up at that time, but I have no notes of that, And it 

would only be by assumption and not strictly memory, your 
Honor. 


THE COURT: What lawsuits were pending? 

THE WITNESS: I mentioned in one of the messages 

to my partner, Joepe, in Brussels, that in the early days 
of February the company could not make up its mind because 
it was aweicing a courv decision which had been postponed, 
apparently, from day to day. 

BY MR. PENNOYER: 


Q Would it. refresh your recollection if I suggested 

that this was a decision regarding the right of Chrir;- 
Crafv. to vote at the annual meeting of Fabruary 4th? 
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MR. PENNCYER: I have no further questions. 

CROSS EXAMINATION 
BY MR. WALDMAN: 

Q Mr. Wcudhuysen, during this second conversation, 
and in deed in the first conversation, you didn't have any 
conversation as to what your commission would be, correct? 
A No, sir. 

0 And it is an ordinary practice of your firm at 
some point to fix the terms of your commission with the 
lender, correct? 

A Yes, sir. 

Q But that time never came in this transaction, is 
that correct? 


A That is right. 

Q After your second conversation, and I am talking 
here about conversations with the Singer firm, you had a 
conversation with your partner in Brussels, correct? 

A 7 had various conversations by telephone with my 
partner oafore and after these conversations with Singer t 
Friedlander. 

Q v ou testified as to one particular corversat.ion 

in which you asked for a report on the efforts of your 
Brussels partner tc obtain the money. Was that before or 

after your second conversation with the Singer firm? 
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Q I will csk you whether you recall being 
questioned by me in June of 1969 as follows, and I 
think that it is page 90 and I believe that the context 
was in reference to how First Boston was valuing the 
Piper family package: 

Q Did Fir3t Boston tell you how they were 
valuing the components of this package. 

"A They indicated a basis of valuation, yes. 

i • 

"Q What was the basis that they indicated and who 
on behalf of First Boston indicated it? 

"A Mr.L&eri was the man who talked to me about this 
and — but he indicated he was talking with people on 
the First Boston staff.. i never saw them. 

0 Did he tell you who he was talking to at First 
Boston? ' 

"A He may have mentioned the name but I don t 
remember it . now. 

Q How did he tell you he was valuing it? 

A They were valuing the conmon stock, the 
warrants and debentures and adding it together. 

Q How did they value the common stock? 

A Bases on its value on the New York Stock 

Exchange. 

,! Q Do you enow what the price was on the New York 
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S:xk Exchange in May? 

"A It was in the low 30's. 

"Q Did he tell you how they were valueing 
the Banger Punta warrants? 

"A I believe he was using as a basis of hi9 
valuation the over-the-counter value of the warrants." 

Then there were some questions about the 
warrants, and then going on, page 94: 

"C Was there any discussion of how First Boston 
would value the 5-1/2 25-year convertible debentures" — 

I think it was 5-1/2 per cent — 

A I thought it was 5-3/4. 

Q "A Yes. 

"Q What was said on that? 

"A Well, Mr. Laeri felt that the convertible 
debentures were similar in its terms to the convertible 
subordinated debentures Bangor Punta had issued in 
connection vrith our Eurodollar financing that are traded 
in Europe and those are on the Europe Securities Exchanges 
I boliave in Paris, Antwerp and Rome. I am not sure 
where. I know he used that. 

"G Ivhac was the prioo that he used for that? 

‘Mr. Ilogeland: If you know" — Mr. Homeland 
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being the attorney present for Bangor Punta on that 
occasion — 


"A It was somewheres close to 13." 

Do you recall giving those answers? 

A Yes, and I recall them to be true. I did not 
recall them yesterday when I was testifying and I don't 
think they are inconsistent with what I said. 


Q I wasn't suggesting that toy were inconsistent. 
roj ^ sa y that Y° u not recall the basis evaluation 
that he had mentioned and I wanted to know whether this 
now -refreshes your recollection. 

A First I want to apologizes I wasn't insinuating 
that you were saying — I remember the testimony aid it 
certainly is true and I don't know what else it does 

_ • i 

for me at thin point. * 

Q Do you recall also yesterday when I asked you 
about your memorandum of April 28, 1969, which is 
Exhibit 76, and I asked you specifically about the 
paragraph No. 6 that refers to clearance with the SEC and 
New York Stock exchange before you made a binding commitment 

v,ich the Papers, and do you recall giving this testimony, 
p?ge 869: 

"0 Well, what were you talking about when you 
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l»nitbd States CoiiST House 

FGi-cY MY V MY. luC? Tfi_ePik*JEs GOrtlano .'-45CT 




rmrfi 


Wallace-cross 


S»39 


2 

3 

4 

5 

6 

7 

8 

9 

10 H 
H 
»2 
»3 
W 
15 


16 " 

I 

if 

’7 3 
■ 
<! 

18 !; 
t> 

IV f 


% i 

ii 

* 1! 


1870 A 

(Pause) 

A Yes, I have read it. 

Q You recall that being in the press release 
you approved, am I correct? 

A If I could see the final font — 

C This is the final form. 

A This i •• the final press release, the way it 

went out? 


Q Yes. 

A Then I recall it. 

0 Did you attach some significance tc the 

fact that the Piper family was willing to recommend 

your company? 

A I attached a great deal of significance 

to the fact thatthe Piper family was willing to 


recoune.id a merger with Bangor Punta and welcomed us 


a : stockholders. 

Q Had you been told prior to May 8 that Piper 
held a number of old and loyal shareholders loyal to the 


„ i t P;.par family? 

23 is A Oh,. I think I heard talk about old and loyal 

il 

,, j| stockholders, which t. didn’t place any stock in. 

,, 0 Do you remember when you heard that talk? 
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[• A I can't remember when, but the only person 


4 

| X could probably have heard It from would be somebody 


5 

connected with Piper, X would assume. Xf you have a way 


6 

of refreshing my recollection, I woudl be happy to do bettar. 


7 

0 Instead of bothering to read this into the 


8 

record, why don't you look at page 48 and page 49 of your 

* 

9 

examination before trial, which refers to the April 20 


10 

meeting (handing). 


11 

(Pause) 


12 

A Well, this testimony, my testimony given in 


13 

my deposition, indicates this statement was given to me at 


14 

the April 20 meeting, and I have no reason to think not. 


15 

Q When you say "this statement" you are talking 


16 

about tiie statement that Piper Company had old and loyal 


17 

shareholders? 


18 

A Yes, sir. 


19 

Q You said you didn't place any stock in this. 


20 

Do you r ?ca.ll, Mr. Wallace, reporting to your bo&rci 


21 

of directors that there are additional blocks of stock 


22 

loyal to the Piper Aircraft management and family? 

* 

23 

A I don't recall, but I well may have said it. 


24 

Q I ask you if you can identify Exhibit "or 


25 1 

ide ntification. 
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ft Exhibit 65 is the May 21 minutes of the board 
of directors — special meeting of the board of directors 
of nangor Punta Corporation» 

9 And at least part of this is evidence — 

MR. nuSHNER: The part in evidence is a 

part relating to the railroad and — 

d Utuid yea leek at the part tnat relates to 
Aircraiw Corporation. 

A Yes, this indicates I told tha board that 
there wore loyal and old stockholders connected with 
Piper Aircraft. 

Q Doc 3 this indicate to you that youdidn't 


placa any :*tock in that? 


■.e » 


A It indicates to me that Z personally didn’t* • 

place any ctocl'. on it, but I thought it: was a very good. *• 

• ■ 

argisnont to use with my board of directors for going '• .. 

* • 4 

ahead. * • 
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I reDra ° N °” 40 y °“ IeeaU ’"“«>er the Pipes family's 
-cpraaantativee asked you to nOTae f , 

- gree *° 9 ive the Pi oar 

■ “JUly the same package as the pubilo even i f 
Pet 50 pop cent? * y ° 1 ,fldn ' t 

* * don '* tecoiiectthat. 

0 Kell. who po, thQ condltion 

troviaioc that you would h 3U3tTCnt 

* •u.#« w , 4Wtea( 

-‘,>txatio„. T h a « eo *i 3tlon -lth 

t .. c whera i 

* xu I would. net 

Originally we hid arjoit to 

a -«*,< g ‘~ 4,0 nave eomu sort of 

, vOi.i. v ^t’irs with the *airiiv 

117 ' «**/ wo,id share 

r «q. 4 ; a.ia t#£ von id r«^ir« 

a a CaSh tendar offer a* 
s«ifcera, r ' ® fc 

i 

**ro was some skepticism that ^ «, *, & 

r ~ ^—— .&?•" 

xta ' ow* own, in a Ffn , n . 

\ a senao, rnd i felt *' u <- , . " 

** PSiV «*> a p r<co aa Mt Bh0al ' ; ' 

pciUe . M M **» ^ »o Pay to the -r>: ‘ 

PwClAc because fclv 3 ollbllrt ... . 

atetios „ nct ■; thlRg reany - v • ; 

t te , £ , w ,„ 4 1 ““ «*"** that 

.... „ **" °* *** thvitiag an to ^ . 'C* . 

" r ~ 5k ar,i take a laeset 
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. Q But that it the risk turned out that worked in *.* 
your favor and you got SO per cent, you would ie willing * 
t» give then the same as the public? ’ * * * 


Correct, 


• . •• • . 
• •• * ... - • 


Q Now you testified yesterday at page 755 in \ * 
connection with the block of securities from American * * 

Securities that Mr. Piiok - I an quoting: S 

Mr. Flick had given me some guidelines 
•• to what ^ could do and could not do, and I . 
think I talked to him, and he felt it fitted 
within those guidelines, and we bought it." 

Do you remember giving that testimony? ‘ 

A Yes, i do recall that testimony. / 

Q Do you remember what Mr. piiek said to you as 

to the guidelines? -• 

. . v ■ • * 

* well, fir«t of all, Mr. Flick f.lt that th#ra war. 
no restriction., in any event, but felt that, you know, ' 
tint was his legal opinion, but ha also said that oven-- 
If th. Section l.<b>(« applied there ware cartainw ' 

. 'exemption. which ooneieted of buying .large blortt 
unsolloltad off a major - not on any major exchange. 
That*s my^ recollection now. »**•• ; «•* 

Q Did he mention anything about not buying from 
brokers or dealers? . v.» 
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A Th*t r » *y recollection# yes. 

0 NOW Is It your testimony that you toXd Mr. 

FXick that you wars buying stock fro* Anar loan Securities? 

A My rseoXXootion would bo that, subjoot to km 
•OCt of refreshing. 

0 And whan you say "subject to km sort of 

*** , **®** i * t >, • 4*fc |ou not positive? 

* * ^ ^ itiv2 * If Mr. Flick says scwethlag 

•Xse # you kncv r Hr. Mick's judgment and aewry is a 

30vii or ‘-* 1 w - ld have to rethink it. But X 

believe I tclu bin American Securities. 

I believe that — my practice — all X can tall 

i i am trying to do my best to remember this_ail 

X can tell you is ny practice in this matter, as it was 
in most matters and is today, i. anything X am concerned 
with tae logs! aspects of it l discuss it fully and 
co:upletely with whoever the general counsel is. 
i>» this case it was Mr. Flick. 

Q Did you ask Mr. Mick to chock With th. SEC 

cn 10(b) f6) ? 

A f.’o, 7 don't believe X did. * 

Q Oid you understand that American Securities 

^■5.-*por.o J r*.op was a brokerage firm? 

A x don't think they are. 

SOU* H£«n DISTRICT court reporters 

Unhid Stats* court House *• 

^LSYSQUA^HLY .kY.Kiea? TSLeSMONC . CORTLAND 7460 





pj -8 


Wallace-cross 


949 

1876 A 


0 Well, are you saying that they are not a register! 
broker'■dealer with the sec? 

A It they are, they are. Nov X didn't think they 

were* 


0 Did you inquire? 


A X just er.uJLdn't answer that. I can't recall 
at this point. 

Q Didn't you get confirmations from them? 

A z think there was some kind of written confirma¬ 
tion chat came from each of these people that we bought 
from. 


Q And Bay Securities — 

A I didn't receive them, incidentally. The 
confirmations don’t c?a»e in to ca. They gc to the 

trciisur-r.r. 

Q how y*xi testified that you okc ♦o hr. Morey 

of Day Securities. 

A Yes, sir. 

Q About Bay Securities stock? 

A Yes. 

<4 

Q tJow did Sir. Morey tell you that prior to May 8 th, 
Hr. Saiga had talked to him about Piper? -y*V 

A No, sir. . 

• % • . ♦. • 

* n * 

Q Did Mr. Morey tell you that he began purenasing • 

• 
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hia Pipes Stock after Mr* Salgo talked to him? 

A No, air* 

Q Aid Mr* Salgo tell you before Mr. Morey called 
you that, you would be getting a call from Mr. Morey? 

A Not to ay knowledge. 

Q NOW you gave acme testimony at page 753 of the ' 
record yesterday that ISI Corporation had something to do 
with hilts Crossioan Arms transaction. 

you remember that? 

^ *ea, and that's correct. 

0 Was the purchase of Piper stock any part of the 
Craeancn Arms transaction? 

A Certainly not. 


NOW does the name Muriel sebart mean anything to 


you? 


yes, it does. 


Had you met her prior to May 8 # 1969? 

To my knowledge, I have never met her, talked 


co her or 3een her. 


Q Were you told that anybody at Bangor Punta had 
iu contact with Muriel Sebert after May 8, 1969? 

A I don't recall. • , . 

Q Mr. Wallace, you understood that you were under 
rr collation undar this agreement to commence, as of the 
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dftt * you signed the agreement, trying to get control of • 
Piper, didn't you? 

» 

A Say that again, please? 

May 1 have the question read back to me? 

Q Old you understand •• 

THE COURT* Bead the question back so we don't 
have these cumulative questions. 

« 

(Question read.) 

No, not neeaseerily. 

Well, were you fauiiiar with the paragraph that 


A 

Q 

begins: 


"Beginning on the date hereof, Bango Punta 
rill use its beet efforts to acquire additional 
shares of Piper"? 

A Ye3. I p-ji familiar with that. 


Q Well, p-o you telling me — 


Q 

A 

Q 

right? 

A 

0 


MR.LIMAN: Withdrawn, 

And were you familiar with that at the time? 




Yes. 


And you tool; that obligation seriously, ig that 


"hat obligation, yes. 

And ere you saying that you didn't make afforts 


o „we*r tU»..ji your enchar.gc offer to acquire more shares? 





t 
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^ What I read fhaf «. ^2 

t to moan i, that if J think the 

appropriate time la t-n _ » 

toe e «°“« on Monday, x *, 

* aru * I think I will sit 

dOWn and do nothing until 
Friday , x do it , * “"' u 

But I think that left t^e**-* 

us ft taCtlc * and «o forth to 

Q ;feU ' there somebody at a— 

. . ° ay at 3 *ngor P Unt a that 

took responsibility f or trvin« t 

you hoc trying to get these blocks that 

yoa had ceen told w*»r« 

Craft? oo»mittad to chria- 

R Not to n y knowledge. 

0 “ y °“ Un ' lerSt °° d fo- that if these blocks 

«-nt to Carie-Craft they would have almost « per 
the company? « P*r cent of 

A Yes. 

Q And it is your testiaony vtha#. 

owy v that you sat back 

3 -iic. waited foj* Dearie* 

■ P ql. to come tc you with shares? 

A Pretty much. 


market. 


StoW W ° " ay have bOU9ht shares on the open 
don't know. That would be a matter of ra - 

•1 f « 


cor <*. x just dQn , t r 
SaJ ^ Wh ° U ° Uld raaJCe thG8e deci8 ^ns ? Mr. 

TUE C0URT: What decisiors? 
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Q TO buy. 


953 *••*. 

, • • • ^ ' 

• * t’ % ? j w / 

* . *. # m~? 4 - 4 r 

* .. •. *. 


A The decision to buy could only be made by either 

Mr. Salco or myself • * „ ’ ‘ • ■?. 

• • 

0 Now you testified — * 

h Excuse me. I want to correct that a moment. 

Unless we delegated it and the only person that 

X WJ*w tfciik i vtulo dtii.tigate it to would be Mr. 
Flick. 

4 

Q sow you tootifiad that Mr. salgc had a converse- 
-icr. with Hr. Friedman. 

Oo you reni'*T3Jber that? 

A Vc 8 . I do. 

Q And it. w*» following that conversation that 
,lr * Flick went to :idL* au? 

A That's correct. 

Q Dtn you present at the conversation with Mr. 
frieda-.n ? 

* ii0, 1 w '* in Fhoaaix, Arizona, ard 24c. Salgo 
nz in ilw "icil; when he met Mr. Friedman. 

Q fszz- you ir. Fhoeni;;, Arizona, tc Iking to 
ecurity c.nalysts, among other things? 

I dxn'fc believe 7 asw 3 eeo^r-ity analyst in 
r.-fjiix. il.r. na. Mo, I did not. 

Q *.<? you ash Mr. Flick to go to Nassau? 

,W:hi »*J PTWCf RC?<y<TF*?5 
^ i reo $f>»T?s Ccurt pc^ss 
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A Wl\$ either Z would have asked him or Mr. \ " 

S«Xgo, X don't know who asked him. 

* % ♦ •• .«v • . * .. * « 

* v * ...: • -.• 

0 You said yesterday that the transaction had v. 

to take place In Nassau for certain reasons, is that cor¬ 
rect? 

* , • ^ j 

A Correct. 


~ ‘ " ' ■' i ' 

Q You understood what the reasons were, didn't 


you? 


A They Mr. nr. Cornf.ld'. rMK>ns. evidently, not 
ours, we had to go where the seller was. 

0 And didn't you understand that there was a 
decr«e ag.iut IOS doing certain thing, in New *ork? 

A I knew that IOS waamt a very popular group 
and I can understand why. 

4 ' « • 

Q And you said yesterday, at page 758, that there 
were technical problems re getting the money to them and 
other things. 


A Yes. 

Q Were you told that one of the technical problems 
was that a stock had to be taken from New York, where 
they held it, brought to Nassau, given to you there, and 
then brought back to New York? 

A No, i was told no such thing. The t ec hnical 
problem I was referringto was that at one point they gave 

SOUTHERN WSTRlCTOOUftT REPORTERS 
IfciTeo States Coupt House 

Foley Square, MY.. MY. KJ 007 Telephone: GOstland ACBO 




pj-I5 


Vial lac 


ace-cross 188^4 95 s 

9 • 


for Chris-Craft to win tho contest for over 50 per cent of 
the stock of Piper? ’* * •/’ 

A No* sir* 

t 

0 Z show you a copy of your original complaint 
against ChrisCraffc dated June 2* 1969* * v . 

you are familiar with the fact that you filed, 
an aotion against Carle-Craft and we sued you# am I 


right? 


X know that after you sued us we sued you, and 


that was with ray authorisation. 

Q And if I direct your attention tc an allegation 
in paragraph 11(d), reading as followsi 

"Because of the large holdings of 3ang*>r 
Punt a and the Piper fc.rr.ily, Chria-Croft will not 
he abia to control the management cf Piper or 
combine Piper’s business with that of Chris- 
Craft." 

do you see :*hat st»teirant? 

A I see the statement and this i.3 evidently the 
comeInint. 

Q It is signed — 

A Who signed it? He? 

Q It is signed by Mr. Ryan, dated June 2nd. 

tad that represent ycur judgment at Cut tv.\.tO 

‘“Ol’TUVR-! C : f.R ; CT CDUST 

United Stay* • Coc:a house 

v V 'jq-jmZ' w.y N.Y. »CCV T2 .SPHO/iI COrt jhhd T492) 
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! “ “«**>«**. ^ thi. sense - it - 

represented the feeling that I has „ 

„ h . K ^ at 1 had * nd etui have and • 

which yea to0 v I have expressed ever the last 

tines in 4.u at Iast * ear many 

2 ’ 50 ~ ~ " « - — really 

Zl b T 19 dlf£erenCe - - —IVe 

u Zr °‘ " « there 

M9 -, no Mttfe • 

, 4 1 r ono owns 

“* * **'** Cjui't, revs. 

*'t 5 a, really saying m thlt . and ^ z 

"N/UJ.U li, 1 Jt'si t r • h-, . V . 

C ' 4 r ' ad thit to c:ean is 

** Ciri?-rvn« 

. . W fi£C r -°* Piper 

ar j at this point we ca^»t ♦. 

4 v.e car. t control Pip ir , 

^ Mr • liaJ - y *, 

* ' ” re y° u of "-hi .. 

.. ■* '-* 13 rr.ct that 

„ * 55 PSr ° eDt °* «“ -<* •* «Per. Bangor 

-unta has tha power fcn ™ •, 

to coajpe^ a merger? 

1 « ahsoietoiy avers of that hat t a. also 

02 ° er6ain SrCVUlo ” s « nppraical right., too. 

and you were mindful of that so 
vrfc^n -o'l v ._ . . P " cert Provision 

YOJ W * nt into this acquisition? 

*- Certainly. 

, J.. t y “ d ° y °“ re ° aU *““**- yesterday, whan I 
; : " ;• ^ * *** «* reason you dida-t 

" ’ * < ”‘ *’ r *' 3 ~' ”»*— W «~e certain 

****** 
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of gutting 50 par cant, was you did not want to be in a 

» 

position where somebody could force a merger onyou? 

m * 

A That's correct. ' # •... 7 . • • 

• *• * .*•. 

m 

Q Now are you telling me that jour present view is 

that owning 50 per cent or more of the stock of Piper 

• * •« *’ i# 

really gives you no more influence and power thar if you 
had 42 per cent of Chris-Craft? 

♦ 1 • 

A Well, I think the measure of influence and power 
le greater, yea, but, on the other hand — and 1 would 
rather have 50 per cent than net have 50 per cent. 

Q I was going to ask you whether you would 
trade — 

THE COURT; Give him a chance to answer. 

A But x also know that there are problems, that go 
with it. 

instance, for the last year we wouldnave 
had to show Piper losses added into ours, which we wouldn' 
have tc do if we didn't have the 50 per seat. 

0 Hr. Wallace, do you recall when in Piosr'e 
fiss.nl year of 1970 It showed a loss for the first time? 

A The loss — Piper started the year profitably, 
x can't give you the erect month but asthe ye*r 
wore o.i, uni the general aviation market declined, the 
men.nlv losses Locarno more and more severe. 

SC iTHI-RN DfSTJfCT CQ'JXT F!: FORTE! IS 
•-Viteo Statcs Court House 

l-0L5’< SQUAHC, H.Y., K.y. X Jf. 'XnTLANT 7-4560 
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Th* n dually i reached the decision to clow 
the planta, and the loss was quite large. 

Q Aa of the end pf August, Piper still had •. 
profit, didn't it, the end of August, 1$70? *.*•" ; ' rt 

* 804 o* Au * uot ' ,70 ' it coma tav/bot itWa 

*wve to be miniscule, . v 


1 

* " . ' i . ' 


0 save thi. testimony 

difbetween SO and «2 p« cent, ana your prior 

ta *>» h-t. Resting that H“ 

would Xite to trade positions with Chras-Craft, were : -y 

you? ... V 1 -- • .• 

A On just Piper? *; • 

• • • ♦ 

0 I «« not negotiating with you here. on Just 
Piper, 42 per cent for 50? 

A NO. I am not suggesting that at aii. 

Q tod then Hr. Salgo suggested that you might be 
to liquidate Chris-craffe position on an instailment 
L£8i3 if yOU ' ,0ra a “ c «ssful in gaining control of piDBr _ , 
was there any discussion then of the fact of power of 
appraisal? 

A i was alwaya t* 1 ® discussion that we would 

-o in some way treat with Chris-Craft, discuss and 
work a solution out with Chria-Craft. 

5 yOU rath « t«st with Chris-Craft after 

SOUTHERN DISTRICT C0».«RT PESTERS 
UlITcD STATES COJPT HOUSE 

FOwCY SGjare, MY., MY. ’CGJT TELEPsoivE: GOr^ano T-'STO 
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you had control than before? 

A Absolutely. 

* 

Q Now with reference to this staement in the com¬ 
plaint about the large holdings of Bangor Punta in the 
Piper family, did you prior to July 18, 1969 — that 
being tne date that your prospectus became effective — * 
have any discussions with representatives of Bangor Punta 
cr iirs-r about tha fact that a fund owned by AVCC- 
Ljcouuiig, the Paul Revere Fund, held some 20,000 shares 

c Z Piper? . : • ' 

... • 

A I believe that we were aware of the holdings of 

• . - 

the Paul Revere Fund, yes. 

# « « ; • * 

•• • s i i . • 

Q Ard are you aware that those shares were tendered 
to you on your exchange offer? 

• ' . 

A I think I recall that. I think that is true. 

0 And did the Pipers tell you, prior to the time 

the snares came in, that they expected that they would be 

tendered to Bangor Punta? 

% 

A I don’t think so. I think vra were concerned 
with #bat they would do, Uo hoped that, they would remain 
and support Cue Piper management, but we weren't sure, 
hecau »c ro o ie had a way of knowi"». 


Q i^.ct you ask 

a w.. 


« - ---- — — —w .^s.a.vv^ wuw 

W* nay '’ell have asked the Piper management 


LCiT* DISTp-c CC/d RC^ORTERS 

UKITIO STi,T5S COURT 4©USE 
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of their appraisal of th2 situat . on< x ^ 

this time. 

And do you reeallwhother you asked First Boston 
Corporation? 

A 1 d0n ' tt raca11 First Boston. 

0 U* the PApors over slve you figura6 as ^ • 

th. —* . of shares employees' of P iper hold7 

A ""“" Sr • I don’t recau At 


now. 


• - 

0 Hell. do you recall any numbargiven S8 . 
"friendly* — 


A 

Q 

A 


to. 

*■" w chares"? 
h T 0; air. 


. * .* 


• • «. • * s I. 


° no you Jinooiow, a. you sit here, ' that ^ ' 

tlnt y ° U receivca ° n yOUr Offer were shares 

oxvr.ed by Piper ecxioyaes? 

h 1 cowid «*t - I am sure th-re u- - r - 

re u<,r= rorse shares 

received from Piper employees. x couldn't tell you 

? C What t ■' "*V Woro . 

Y ' te ' «nd t don -1 think that I eve- 

knew. 

. ^ C ^ t2>at y° u 9ot shares from Mr. 

Jam..ne»u? 

A ' MBI *« I <Hd. I don't know. 


- " c:'v nmicr on*’: 

- »• ' n r * * STArK C0U9 r t*n>sr 

• * - nw; ^SY. m* rnwmoi: aanuM 
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Q From Hr. Poole? 

A X would assume so. 

Q Do you know whether any Piper employees exercised 
options to tender to you? 

A X don't know. 

0 

Q Do you know how many shares you received on your 
exchange offer from shareholders other than Piper em¬ 
ployees or AVCO — and AVCG'c Paul Severe Fund? 

A No, sir. 

Q Warn you ever told chat dealers of Piper and 
diaUrituLors cf Piper lad stoe!;? 

Ky dealers I tajan of. aircraft. 

A Yes. 

0 You wore told that? ■*. •, < 

' * .* 

A I recall that *./ery well. *. 

*■ # 

Q And do you recall how many shares you received 
from Pipnr distributors? 

A No, sir. 


C Mow after your exchange offer closed, you made 
some cash purchases of Piper, am I correct? 

A Yes, sir. 


Q Mow did you handle the cash purchases from the 

Far go Pt.Tita end? 

1 don't resell.. I am sure any purchaser that 
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Q In connection with making that decision did you 
have discussions with other representatives of the Bangor 
Punta Company, fellow executives? 

A I may have. I have no present recollection of 
those discussions. 

Q At the time you made the decision, had you been 

told that Chris-Craft had a six-month problem on some of its 


stock? 


I have heard that. 1 ,ont know when I heard it. 


It oouivi have been before this period or after this period. 

I lavti heard it: at acre point. 

niE COiJR?.': What is the problem? y ou r -, ean you 
have to pay soiwbody — 

MK. LIMAN* The problem, your Honor, is that if 
you end jS up with a daci^ion such as the Occidental decision 
recently where tho Court could tnlce fche value bused on the 
oifer of 30, even though if you liquidated it a: 30 you 
^ou".d still be 3 tuck with the higher valuation, so that when 
you finished paying your e::tra 16 (b? penalty,'you would havs 
almost nothing left. 

'fTE COURT: It sounds like the courts created a 

m 

sanction against corporate raiding. 

J'R. JIMAN: I think Occidental could bo rsad tiuit 

wjy, year Honor. 


SOL RN O'SrRiCr COi RT PiPOfTEF 5 
United States Court riouse 
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Q You had told Chris-Craft prior to this July 29 
meeting that Bangor Funta was determined to get control> 
had you not* 

A I believe we had a meeting with Mr. Siegel and 
Mr, Gordon and yourself and Mr. Ryan, Mr. Flick and my a elf, 
tt which that message was given. 

0 

Q Had you also told Mr. Gordon that his efforts were 
futile in that tne Pipers hcd tcld you that if Chris-Craft 

yet cor.tr cl he would fina a bare plane? 

A I think hhry were talking of a scorched earth 

pciicy. i think that A 3 the kind of emotinalism that some¬ 

times enters into these things. 

Q ion told Mr. Gordon about a scorched earth policy 
aorebody o.t Piper had with you? 

A Y©3. 

Q Who? 

A I think it was Mr. William Piper. 

Q William Piper, Jr.? 

A Oh, not Senior. I apologize. Excuse m 2 , it 
was Mr. Wllliaiu Piper, Jr. 

Q Mr. Wallace,prior to your signing the May Rth agree¬ 
ment, you had visited the Piper plant, had you notv 

A Yas, sir, l did, with Mr. John Lushing. 

Q Aud that was on April 30? 


* 


SC1MKRKN DISTRICT COURT SEPORTFPS 
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A It Is whenever date — I think I testified to it 
earlier and I don’t recall now what date it was. 

• • 

Q And X think your deposition says April 30. 

A Then X accept it. *.*•'*. 

. . *. 4 .*; 

, Q 4 . Do you recall y.u at that time familiarized yourr 5 i 

.. • „ • 
* ( .* • • * 

self with the various models of pianos Piper had? . /" 

** • *’ *> y>. . ? 

A I spent a very full day at Piper. X met with : • 

executives of Piper, I toured the Loch Haven plant, I saw ?’ 

« 

each aircraft, I discussed the markets for those aircraft, 
at cetera. 


Q Did you discuss the Pocono on that occasion? 

A No, the Pocono was not brought up on that occasion. 
Q Between the date that you signed the May 8 agree¬ 
ment an 1 the time that your registration ststtment became 


effective, had you gathered any information on the Pocono? 

A Well, before my visit to Piper I had it formation 
cn '-he ^cc3no. j. knew that there had been a deterioration 
in :he sc-called commuter plane market in the, I would say, 
period of iid-1968 onward. I did not know the particular 
production problems, the certification problems, of the 
Pocono ?.t that time. | 

Q hi* you know of any of the problems, what you cl. 1 j 
tna particular certification problems, before your registration 
statement became effective? 


SOUTKKRW DISTRICT COURT REPORT& S 
United States Colrt kojss 

Foley Square, MY., N.Y. 10007 Telephone; CDs tlano 7-4580 
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A 1 knKW 0)0 marketing problems that exintea general 1 
vith airplanes of the Pocono type. i didn't know the 
particular problems peculiar to the Pocono until after I 
♦as into tlie management of Piper. 

Q You became a dir-ector of Piper on August 11, 12? 

I I A Well, whatever date it is. 

Q August 12. 

A 7mgu3t 12. - 

I * i 

Q Are you the person who made a decision to atop the 
i Pocono project? 

A 1 war, the person who made the decision to write- 

° U thS 1 ° nono toolin ? project. At one point I became 
chairman of tne operating committee, a management remittee, 
rni that is where the decision was made. 

Q fou wade that decision some time in August? 

A Ho, I don't think that decision was actually made 

• in August. That decision was made, really, and I tell you 
vhy 1 recollect it clearly: I had asked for engineering 
hours spent on the Pocono and then i asked for estimated 
engineering hours necessary to solve the single-engine 
certification problem, that is, you know, most twin-engine j 

tir .lanes ox* required to perform in a certain manner on ; 

er * *‘ agfr ' a «»ey can be certified by the faa. ' 

Q O-.cI some., o.-y tell you there v-ac t problem? 

x m? km Mo • ’-cr c-ji m ncp'.»> cp« 

i y\ vso? tm?s cocrt Sc-uss 

la^y T'i.E* s »<WCt COrt_\»c 






Wallace-cross 


I893A. ‘ 


A Yes • X asked them when the Pocono was go in 9 to fly 

Q Who did you ask? * * . 

• *. • . 

A I could have asked Vr. Jamoneau# Bill Piper, or . . 

Pug Piper# X don't know. ’/ * * 

# • 

Q Do you remember when you asked them that? 

A It would be some time subsequent to the time I went 
on the board and before I met with Arthur Yovng at the meetin 
where they ware preparing their certificate for the audited 
financial statements. . . 

Q was said to you by Mr. Jaironaau, or whoever 

it vraa# cn behalf of Piper as to the problem? 

* ' 

A I think it started of£ that there was a small 
problem <r. tha power plant for the Pocono# and then I asked 
then he.' much money we had spent on the Pocono# tooling, 
engineering time* si & so forth# and how much they eat imatecl 
their tine at:. I Mink I 1 Iso vinited with P7C0 — well, 
not with /"ICO, with the president of AVCO --to ree what 
i AT0 had to say about the Pocono projects 

0 Wien they said thoj*e was a small prcblew regarding 
.lit i’oow project, did they toll you the origin.e they had was 
riot certifiable? 

?St. PEWOYr.^j Objection. i 

» 

T !j: COURT 1 Ovc -ruled. 

TI T 2 WITNESS: They didn't say the engine '-na not 


rwi o;ct»:c* cc-urt ?.efo? t lr$ 

1 *::t7o ftv.T »,s Ccurt kou*s 

■•v'fAfi V N V. TKf* TsLFPMONSt 00?TtANP 7-A 1 ;?- 
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coitifiable, they said the airplane was not certifiable. 

q Did they say that was because of the power? 

A Correct. 

q Did you report this to Mr. Gordon? 

A Yes, X believe I told Mr. Gordon, because 7. was 
making a practice of being very careful to keep all the 
directors of Piper informed as to what I was doing and. what 
was going on, whether or not thay agreed with it. 


» I. 
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ft Did you report to him that the Pipers had * 
fcui..t a plant without having power? 


MR. PENNOYERx Objection* 


• * * 


Q Did you say the*- to him? 


• • ' • 

A Z chink i said they built a plant in Lakeland , 


for the Pocono when they didn't have a Pocono. 


w incidentally, the Pccono matter was not brought 

before the bc^..:a Oi. dwrectors^ wa3 it? 


keri, _h v *s, ah loact in or_a We/ thit I know 


c ~, bscav.63 they we discussed, as you may bs aware, Mr. 
Liman, it great length Arthur Young's certificate for 


the 196J financial and in that was mentioned the writeoff 


©f $300,000 for tooling on the Pocono and in that vas 


implicit the whole discussion of the scrapping of the Pocono 
and to this lay the Pipers disagree violently vith me on 


my decision — 


To scrap the Pocono? 


A Yea, sir . 


How much was written off in the 1969 year? 


tfo.Ll, only 500,000, because Pipers fol.lcv a 


practice which i consider very sound and very good and which 
2 fchii»T: is standard practice in the eero industry, end that 
is tc write off currently all developmental and experiment?! 


•:;* asm or ott r- -Fo,?7nr.s 
v« r E[» S-^a^ks h:h*t.e 
■ •i' *r **. N.Y ’££.? 7£tE?t'it'2» OCr.Ttw; M523 
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2 | 

work, So in other words all the work done on the Pocono 



3 1 




4 

to date had been expensed out against their income . 

• 



5 

itatamont for the year in %diich they did it, 

• 



6 

« 

Q As part of your practice of reporting to the 

• 



7 

Chris-Craft people on what was going on at Piper, did.'- ’ \\ 



8 

# 

you have occasion to report to them on the Twin Comanche? 



9 

» • • • 

A Yea. • 

. • > ■ -» 

* • ■ • 



10 

Q What occasion had you, whetc cav.aad you to **• * 



» 

up the subject of that place? ’* 



12 

A tfeii, after 1. went cn the board I asked 



Y> 

tor certain information regarding breakdowns of cpara.JLng 



it 

expanse”, and so on, ana I noticed that we './ere seeing an 



13 | 

increase in product liihility insurance. The*. I 


- 

1 

l j 

tallied to, I believe — I ttvi.ik it was Bill riper ana he 



57 

cuggestec if I wanted more information I should talk to the 



i3 

.1 na trance people. So then I scheduled a meeting in New 



19 

1 York at which I believe Mr. Poole, from Piper, utter dad 


p 

23 

! end Mr. 1’J.ick and myself, and the mar who run3 the internal 
| 

i 

i 

t 


51 

j insurance: department, Mr. Kline, of Piper, and the outside 



22 

j 

j insurance broker and the cc«upany that was doing the under- 

! 

i 


Mr 

; writing,'to discuss the trend's of insurance costs. 



54 

\ Ycu know, you are always suspicious of things 

1 



» 1' ike ir ' *Cr= being giver to sorebody’a brother-in-law 




7*:-?a■' "M o?:>•* r -icr r-ji*r r» spo-ce* s 
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•ml I wa3 tryi.ng tc figure a way to bring insurance 
co»to down, and X then learned that insurance costs were 
increasing for two reasons: One, that there was a trend 
in the country generally to return sizable verdicts in 
general aviation accidents and, secondly, X learned that 


there was a particular problem aircraft in the PA30. .! • • v -* 

• . 

Who told you that? . ' • •.«*«. *. 

*1 • , 

The insurance people. * . 


Q 

A 


Q What did they say the problem was? , V; 
A Thay said that the PA30 had had a great many 

• % ‘ ‘ 
t 

accidents nnd <:his was vsed e:j another cnamclo of why* '••• •' • 

: *. * 

*. • .* 

the price of the insurance had gone up, along with the 
central rise because of the general condition, you know, of 
Ugher jvrv verdicts. 

*• 

U Hid yon request the Piper Company to send out 
warning tc the owners of the Twin Comanche? 


A 

Q 

A 

Q 

A 

Q 


.7 . 1 - 


Z didn't request it, I ordered it. 

When? 

In September of 1969. 

Ycj took that respenaibility on your own? 

I took that responsibility. 

Wc*3 that the result of this information that 
me-ting with the insurance broker arc". My. 
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Poole? 

A No. That was the result of that information 
end other information that I gathered by talking to people 
like Mr. Jamineau, Mr, Pug Piper, etc. 

Q After you sent out the warning to the pilots, 
the Twin Comanche became the subject of a good deal of *; 
discussion at the board of directors of Piper, ;un X 
correct? 

A Yea, sir, 

Q Ar»d, in fact, it also bee air.e the subject of 
dieeussicn between you and the Chris-Craft people. 

A There v;as a graat deal of diBCvesion, yes. 

Q Do you recall that thsre were various efforts 
rale to find a third party who might be willing to 
buy out both positions, efforts by Chris-Craft? 

A There wera effort 1 ? by both of us, but net 
as a rerr.lt —- T don't key that into the PA3C — 

Q I am not suggesting that. Did you in tha 

course of chose discussions with the Chris-Craft people 
tell them that: the PA 30 problem would affect the price 
that a purchaser might be viT.ing to pay? 

MR. PEFNOYERs Objection. 

TR7 COURT: 0 >rer ruled. 

T“. ■*< WSPifTT 71'JP T RF-PiTTf? f 
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A I think what I told them was, and I don't think 
there was any disagreement between either Chris-Craft 
or 3angor Punta on this subject — I think what I told them 
is that if we were to sell our interests in Piper we had 
to nako full disclosure of all problems as well as all tl v? 
good prospects of the company, and the PA30 was one o£ the 
Froblera?. 

Q Was the PA 30 a problem that led ycuto * *• . 

, •» • 

vote against a dividend in Pipe:: in November? 

• . i 

A It was a factor ~ not the major factor. * 

• •• 

Q When ycu say it was not the major factor, what 

v:a3 the najcr factor? *, 

• * „• 

^ I was extremely concerned — we have a cloce 
relationship in both companies, both Chris-Craft and 
Bangor ?c.»ta, in that we are bo:h in the boating business 
and I thirl: there is a correlation between the beating 
business and the aircraft business ir terms of when 
thaeconomy turns down, those businesses turn do in. 

1 thlnk V 011 a correlation between the aircraft 

business end capital good expenditure a and I was wor ried 
tha aircraft hasinoss would turn down and 7 was already 
starting to counsel ray people i:i my boating gro-.p that 
v.e ought to be thinking about cutting inventories and 
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production and therefore I thought we should be following 
conservative policies in both Piper and Bangor* 

q You were cutting inventories in Piper in 
Novemoer 1969? 

A Z was hoping to, but we didn't have much success, 
g Do you recall whether at a meeting on November • 
24, 1963, the Chris Craft people asked for the declaration 

c£ a. di/idcMd? * .. * 

A i r s 3 , 1 1 that Chris-Craft was pressing for 

e dl id:rd era * t'<'it it was not a good idea and my 

4 • ’• 

fallow directors agreed with me. '• " • *• •; 

* • 

q You understood that Chris-Craft hud short- . 

, , < 

• • • 

tern ffr.?rcing for Jta compeny? • d 

• • * ,*» .*• , 

A 1 ar.darstrcd Cnii3-Craf:t has debt and I t iinX I 

» sc. ' familiarity with it. I am just not sure what • 

• . %• * 

you. ire saying. . 

0 Wasn’t there a discussion at the Bangor Punt a 
boarc of the fact that Chris-Craft might come under 
prausura from it3 lenders? 


A Well, I think we were hoping that you vcv.iu 
come under tha same kind of pressure that we came under. 

q were you hoping that if ve came under that kir' 
of iiieraae, you could pick up the block cheap? 
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A *ni3 IE all true, and I remember the oircum- 
stances o£ this statement very well. 

0 VThat did you have in xnind when you told the 

board that Chri.-Cr.ff a demand loan had to be nettled soon? 

A What X had in mind was, and this goes back 

to Mr. Salgo'n remarks about an installment sale, and various 

1 ^ W - Si “3*1 «nC Mr. Goruon, amt I 

ti.3u^ht it re- -nreaU-tis for ... ^ u ^ 

WiSh C «i->«*» -Mch didft in .. olv , 9 , ttlng 
<>"fvr to the* enough money so rover their short-**** 
ir.r«bte*tne.*8. 

Vou know, B*rgor Puntn is not rosily th* . . 
riciert floquogr in the world and we have a Jot of debt ’ 
ouwolw. tnd I war. concerned that our board understands 

t ‘”’' "* eo:lfi :,ot ftcw mpliah this unless we gave chrin- •' ' 

Csatt suae nwhns of prying off their debt. 1 ' v 

* ‘ 

Q You were lot waiting, vxera you, for Chrii- j 

Craft's larders to call the loan? 

A 1 wasn't waiting for :.t; x would have been 
delighted :\f tliey had 

Q • Ts it still your intention to merge Pipor 
i i s 3-UiVD.r Tnt.-ta? 

il ‘ ' ‘-a i? ft court orJeir against :.t, cr a 
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stipulation or something, Z know I keep being told 
you can never do this because of some — 

MR. LIMAN: I have only about four or five 



minutes more, your Honor. 


Hoxior — 


THE COURT: Go right ahead. 

MR. LIMAN: If I could finish it now, your 


THE COURT; A^l right. 


MR. LIMAN: I ir.;*e just aodad a fev. minutes. 


yotij. tiO- tC’iJ i 


I am covering some question! for ilr. 


Kushner too. 


finish — 


THE COURT: I suppose you would like to 


TUS WITNESS: I would be delighted, but I will 


stay as long as I have to, your Honor, 

TIE COURT: Is anybody else going to ask 


any questions? 


MR. PENNOxER: 


I have a few, your Heror. 


but I don’t think it will be more then a few nitrites. 

THE COURT: We will recess for lunch. 


(Luncheon recess.) 
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Q 

A 


W&I lace~c.ro 3 s 
Q Wien you told Mr. Laeri or Mr. Aming that a 
change would be — strike that — that there was a 
possibility • at sone point that a change would be made 
on our holding of the Bangor and Aroostook Railroad, 
do you recall what in substance you said? 

A May I see that answer again, please? • 

Sure, vhc-i'.dintj). 

The..;, is aeitteLaing chat troubles me. 

(Pause) 

A You are saying I told them; • I don’t think I 

did the telling. 1 tbirk Mr. Flick was doing rcost of 

tus t? * r.ing. I ara not disagreeing with what was said 

I*'?* - , but 1 sc*.id in rrj testimor ly °T b«aiieve Mr. Flick *•* 

* * 

end my®cl£ that where we did disccss the railroad • 

end the possiblity at setae point that p/t'er ^hange . 

/ v 

vrou.f.d be made /n ; our holding of Bangor and Aroostcok'- * 

these wore meetings when they were reading and going'‘- * 

ever the registration statement and I was not in charge 

of :ha meeting, it was Mr. Flick’s show. - ; i 

Q So your testimony is that whatever was said 

to Mr. Avr-iug on the railroad it was Mr. Flick who was 

doing it, net you? 

A I ara saying is X an net sure ii it was 


T'-i rn oi5*i”«' : ::t court r^porteuS 
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Mr„ Flick or 1 but I suspect it was Mr. Flick. 

Q Do you remember being present when it was 
discussed? 

A Yes. 

Q Do you remember what wa 3 said? 

A Only that we had, I think, to outline our 

C ' 10ns OJ-'-Jino and some of the past flavor of 

r: “ Ail * UiC railroad to gxv? them an idaa of what we 
^vA. wheat it» 

li Did you toll them that Salgn's proposal in the 

*'“*•* -.irrtes t T as rot r serious one? 

A I don't recall th*t. 

/ 5 fou teotifiod that in a shcrdovn between Mi-. 

Ec--Ktn» ai Kr. Sel?o. ysu won.XJ bst on Sai.go? ta you 

reir.-rn.bev that? 


A 

Q 


0 


Did .1 r;»y it that wav? ■?* 

X think ycu did. ; 

T'lh COURT: What pegs is that? 

Mh, LII?AN: 849, I think, yo ir Honor. 

* usc tlie word showdown — 

X meant. 

7 SPjU3 1 would bet cn Mr. Salvo. 

™ ( tr ycu would sene odds on Mr. Salto, 
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JAMES J. !•. O C H L I S , called as a 
witness by Chri3-Craft Industries, Inc., being 
first duly 3wo:n, testified as follows: 

DIRECT EXAMINATION 
BY -1ft. ACKELL: 

Q Mr. Ro:klis, are you an oifioer of Chri3-Craft. ’ 

7 I rotor, executive vie president 

ot the Jhxi:> *u.r.w. Xr fuat^vna, preside: t of Sus boat 
iivicicr e;.a psr*';ido*>t of the ^'distrirl fliiriaicn. ! 

0 Wife position die you h. v in Chris-Craft in 
J nupry, 136 dx' 

J In Jeniury IK? I w-is a diro'.cc. v y c ., 
pro side it of Chris-Craft Industries erd p.rzoiden c * 

Incustr i;.l division. 

0 Mr. Rechiis, v'cul'l you briofly sketch 
for oc yevr bac?tground up until approximately 190? 

A I was associated ton years cr eleven years 
prior tc i960 with Blair S> Company, originally ns 
I - . H. Pawl ins & Son, vrihicn was an investment fcnnkirg 
ho »so,arc in addition to setin j -is a registered repr ativ« 
I was ».lso 9 financial analyst with the company. 

C» ’Jould you tieoori hr what you did an c financial ! 
cralyst '■.hose years? j 
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3 

A I would review companies that ware seeking 


4 

pusUc financing, primarily, and in doing this X would neet 

1 f. 

5 

with management to appreisa management, review their 


6 

financial statements visit their facilities, discuss their 


7 

product lines,, their future, trends, etc. 


8 

Q In the course of your duties at E. H. Fawline, 



did you meat. nerbe:;t Hirgei? 


if) 

A At chat time, the company nod merged and was 


11 

called ditir r< Conr*nv cr. d 7 net Herbert Siegel. I 


n 

suvjorf. in 1958 or ‘53. 


> 

ir> 

'2 Did a relationship between you and Mr. .'si'.gel 


•4 

develop ?.clT:S that point? 


l » 

•1 

• * •• » .1 • 




:* 

Q Would you dcccribo it, please? 


!*/ 

A I began to handle some investments for Mr. 


Yi 

. . . . , 

, ..n v-er: is ot nis pern on '.1 investments arc at a 


19 

1 la date a also handled some investments :o.r }'.i 3 ai e. 


2: 

! 0 Did there cone a time that you joined in 


2 1 

buoinejs with Hr. Sieorel? 


22 

* '?cs. Wa undertook to purchase r.ome 303 . 1 ; it ieo 

1 

* 


Tc 

■ in ' grf.uc cf c-rroanios. This was probably in *59 it .t? 


0 / 

| tnai ly vc. purchased control oi! tlvsaa companies .riO 

1 » 


*> 

j 

, - r ‘■“ •’5-' ■ rvn-jrc.l othsr companies into Cham. 

I * ' 

t * 



j 
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ti In each of the transactions you described i n 08 ^ 
arswer co the judge's question. 

* I made the analysis on the Baldwin Rubber Company, 
which had several suteidiaries. We knew that Baldwin 
Hither war a company that was in serious trouble and the 

management indicated that t hey probably would have to 
li. 4 uiu. 1 te it. 

«*•««•*** .iih then on the concept of 
U>» sisriiUiti of trying to alter the nature of the 

h-, are-, a-.d je-ssibiy savin, it and, .if that didn't work, 
li nrldaii,., at a later date. 

1 " the interim they had a vubsidiary call s a 
Ho-vtsol that had a net worth at the ties of about s«o„, 0 )c 

lt ’** ny jud * ,-enl! <*at that company was worth a great 
de;M more, and, as .it turned out, we earned about nine to 
tan million dollars in operating that business in abu t a 
nine-ye, j period despite its low net worth. j 

2c the case of Cer.tiflever Brewing company, j 

getter wits one of oa: present directors, urvic. re , j 

wo fte!Td the Cent!ever as to suitability for £ . si.u ! 

to i e the receptor, so to speak, of these other asrp roi- 
tior-S. 


*oe«lUsh that. Contriver E.;e*-. lg 
1 ~ r "- tha tte * «w «>• Midwest stock Enchased in t 

r rW :$ ' - r: oy jrf R i rvc 

V. I NITS'.' i TAVCS C>i*»7 Hrx «e 

■ Xf/r-s N.',, N.V. ! KCv ' r n. r .r' :c<Mt• t J.i v,nc %/»* 
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Rcohlie-cUrect 1n 

v© then n^oec 1^094 

or , . J in ‘° ^ever ana 

*“ 3eWWln RUteer Com P«oy and sno, he . „ at 
Montrose — ioal 0o Tp£ay . end then ^ ^ ^ ^ 

Tzrr frcm 

miaal Coiapariy _ 

Ihi, tteae-w, y mrfer oee 

»ic-i96i. ®* in 

Q Whcn vas ^-ladwin-iJontrose 

c . , ® ^‘J 4 * 2 with lntp 

Ci>rie-C;:r.i t? 


“ I dox.'t v-o^,,-» - ., 

-- - tho ?F«ioi£i« date, 

C II * ni.ldio of 10,56;. 


* r r ^ 

- • v /• 


aaout the*. 


i 

i Q • fOM tilt* t’’'e <-h->••■* r , 

«• C ;. n .o, J(id ., n(;0 

” ~ J “ ” nt 1 tta »* **•«*«*, ,. sa , „ 

I- | , \ '• ild an Chri s -c J£ltt? 

«L—r rn : r CP * ra,:iaS *” ir '' JU3trlai »r the 

I T ** 1 - 1 h »l' "ll3*t::ot 0 Ch({Tiic»*l 
It’ ij , . - 1 f - c *®pany neither 

! l!:CC Jt,*; f». 1 _, , * 

n " V “" “** *“* ro hy virtue Of 

,| " ^ bhta. 3- c .raf<- 


IflC ro* fiu • 

' • uc uhexj-Craft. 

r.lSO Ilf C. , 


3 rur ‘ fc - r cf trdu»cri«.\ « n tor 


'• -- - 

:: !j " a cl - / Lc ’* n :c COrdx.no tliem to uhe 

?’ if ° * v “ t ‘ '-'■-'-X* -nc ieu.-j \ r c'«o,». 

ij 

:. j: vl ’ *• *" f ■!* -- c ?'0U tifi’v Chrit-Cvy : . 

/Vts , .- - • > ■ 
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• rn mwi 1968, 1 think it was, 19 • 0 A • 
THB court, Mas there {lny other corporate "y ' / 
acquisition or transaction that you and Hr.' Siegel per- ’’ * 
foinnad between 1961 end 1968? 

TUE yen, there would be a few more. ' 

I might point out ththat before we merged Baldwin Rubber * 
al Montrose Chemical into cantilever Brewing, 

“ «-ttaUins interest of Genera], artists 

COi.vc-i.af.ion iiito C^-Ucr/er Brewina s-k 

1 ng, -I'iO. then v/s mad 9 the 

• -' »•—y merger. 

30 f * r ” ecq,i8itio ^ 3 ?n '* actual oortrol of 
eon; antes, I think nothing much occurred beyond the Chris- 
Cr-jft incident. 

a Vo\ili you complete your answer describing your 

duties, ulir.nc? 

A !tf:a . 

2c that 1 u? ‘ der *' t1 ° k to combi.no t.!« industrial 

prfTpwtJ .33 va brought to tie Picture ni,,, , 

■ l secure, p*u 3 v ’).os'c 

qxxi .'ced in t,Hp chriQ-fva*!. , 

enterprise, and at the s.,me 

time began to get involved in the boat division., operate 
“* continued on with the business of keeping myself 

tMCl ’* 4 k!epinj ** ««-»»• up to date cn v.rioi a 
investment opportunities - t8 something , ^ ^ 

few a long pe-iod of yen.-, and it was an activity that 

O'S' FJCV CC'nr RrW»RT£R; 

i' siTt d S' x r 2 i cc?un r mcjsz 

*' -• y to"**?> < y . K'f. v cu/ *1 h«v»hcm* lak o wafsr 
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shout, n ay , 20 or as per TOnt of ^ ttoe> ** . 

0 *" h '‘ VO a " y partio “ la * WM of Bys te B wlth ' 

pact to ths records of investment opportunities that you 

referred to? . , . • 

• # ** * 

' Ve °' 1 Wa8 ° a th * bailing U3t of ^ 

200 C< ^ anle °' ^ - -listed code's. '• 

^ JUt i" which ,,o eoncaived j 

'“ Rt ' *.c iaies.etti.ng .. 

” v-iSSib.tiities, 

on ct„ h-vi, ■„ iaso 

“ £ r ’'Pi-i»3 Mr sold 

o — * mrC'ttu'itf! *•-> ,_n •. 

' ^ o? ccnaie, M, r . t 

* :r;3 supplier* to us. 

4.r»tni3 vray, by perusinrj their an--i-*i 

J ropertu 

a ’ Sd Cw ^“ dafca I *'«« ^bie tc shay ebrf--£t 

•• eexo. Et of many things 

i >- vr. i-:h * o interests. 

0 ^ q "“ !tal - *- o-.no,- a , ts ,, Mch 

y<-^ jur ,:afer;red to? 

| 

r ~ 1 ’" 1 rCiaJ * «rffoat nur&r.r o' fad- . i j 

'•* t-.aa, jo a:*r als j 
in . a ^ ' ar5ety °* * — wo h a va c , lti ,, ulog j 

^ *“* d acody'u [Sanun.l, standard a fooc . a , 

1 ‘' rC '‘’' Value iine ' other services, sr.d often- 

“ TO " I CU? Jlea ° arttclGJ and -«* -he* , pu t o£ our j 


fUirr, c ,y, ; : , ^ 


of our 


o Whhld vsrr i-.vesto.est opportunities rccUcn 


i'C tmlj .. ; ■-*' tl''2d ? 


. l*', ■*■ c *.v : $' tre** cy.' r ;T i:*eewi&is 

! *»'*V "•'l s p'd*** »• 

*• • • 4 .* w . i w »• •) - 

yv f i »i C. ?>.7 C 3 nr».*^C- 







r "* ~ Sochiis-direct 

. TT „ 1912A 

I.eU, the idea rr.n to keep the files as current 
es pofoible. Certain employees at Chrie-Craft had thin ’ 
responsibility, under my supervision. * * . 

Tho practice was to on receipt of the annual 
report affix certain information to the cover of the 

» 

roport and then these reports were put on my dusk and i 
weuiu undorthte to read tnom and oftentimes I would undor- 

Ul ’‘ > .entail tiling* or tM*e .-.eta; that I 

ij r , •* on to other netoers of the rlrm and we either 

W ' "' ! a * 3 ""S 1 '*® raore of data for those reports 

P ~ »>.*• *: scald film theta just the way they w „re. 

Eat 1 wjW d odor taka to rt ,-j them before they 
vttrs put : ntc the files. 

0 R ‘-’ W Mr - Stnei or the other officers of 

Ci.risK.rar fc make requests of you for materials in *.*>,» 
files? 

^ i r Qi , very fr>aqut.rii0.y. 

0 Curing ls«e did this system of yours incuts 
inrsnoauio.i on general aviation companies? 
i4i .. j EUNOYF r ; Ob j ec i j or?. 

A . Yee. 

•*, : s% f- . 

u ‘-e apanioa? 

• Ut-; had contained separate files on 
*' " ” -,f ‘ C ’ ;> SPa A;:iirert - * L Po* Aircraft, K&r <i i 

.'V - : c'?N *?.£•’ t»0 CCr'flT *P'.: 

w’uri **;« S* T. Ccv* ’**• Hyy% 

"si K v ’< IT' T;'.u*JC;e C Vvi. VI0-V13C 







'*} 5 Rsciais-dlciet 

.. . 1913 A 

iiiorjlt rasny sraall oospanie3 such as Cuater Sslio, • 

possibly «**» halt 'dozen very snail ones. • 

• • • * 

Q Prior to .. December 30, 1968, had you fcs 3I j - 

present at any conversations at Chsria-Craft with regard 

to any companies in the general aviation badness? J ' . * 

• • • 

A 1 remember two instances during 1963, and one ' * • 
d Virgil She;:ill of Shields a • * 

• 4 

Comply co tne possible interest i.f an arrangement could 
be wi.u ioooh Aircraft an o the ,JOS35.biUt.<es 

«>" i- i. i; g a g-ci ec*iioi.t<on or a god marge/ with 
Chris-C '"it . 

*....J~1 SMri.Vl i-hoegnt that it made .;oiae ;cod 
'‘" 2 wa fii8CUf33 « l leneral aviation at quite some 


r. gt.l:. 


^° in * tine fcc also pointed out "hut | 


ne :vyerv o;‘. another aircraft company that was seeking 

fir. nc.lvj and an a result of that we met with Tec. Stdth 

A5 '*' ?la:,n Cora *«V ar,d wo made an analysis of that situation, 

tut th * ei:d raeulfcs wan that we did not co forward with 
*-t after wo made: the analysis. 

3 ... »MU you Plaintiffs Exhibit 82 fer identifies- 

' ’*■ y S3 ior identification, Exhibit 84 for 

1 on. E::hiait 8> for identicicatio;i mnd 6f for 

i i , . • . . , 

~* f * *v ^ H 


:.’ v ••!.*•> £•*;> r.-f G'jv: ::T£.?3 

l* w ?: S*v,t:, Cc-Vftr Ho -st 
V<*~. CYh*'.'" Ol-KK 


! 
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1 ask you if you can identify each cf those 
deoumeata for me (handing). 

* « I 

A Po you want me to identify them individually? > * 
q yes. 

• . : • • I 

A These have ell come from r.y files, I sear:*' \yjs \ 

The first one is an article from Business * 

• • 

Commercial Aviation dealing with the general business* V ' 

> .4 

• • I 

v ...... ...... 

U la * i>ii 82 tor i e.ptificeticn? » • 

rj ■’' 4 is 8.2. 


art it : 


Airer.i :■ 


C3 is an article iron fortes dated Movent a.? 1st 
t specifically cn Piper Aircraft. 

^ ic a co - J ^ of tl *e 1S<55 annual report of Pjper 


Ai.ro .re ft. 


15 ...s a copy of hhe 1S66 annual report cf Viper 
And 86 is a cop: of the 1957 annual report cf 


Aircraft, 

A..i. of thej»Q itemv have cone from my files. 

<> »h.Ue locMr*, efc (Ac*. oxhdbit, for il^Ufioation 
c.*.n yc; tv.U «© vhcn you fctjuired thua? 

J ‘ In £:fJXe ‘-- cases, ior., I can. 

I r- roroas article I »iculd have acqui red roughly | 
c * T --»■ ■» it*K* published.. 


coni -••*•• r*i': ic: vm $jpccters 

»>"▼£!> .*'A7»JSC.U R” HC/US* 

• * f ' <i J-Rc. 11"., I-. t' ? ;V E^va-Ml-. tXJ»TUV» x S?') 


S, 
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ir;j -3 

Podili s-dir act 1915 A 

Vh ° 1365 ann,,al re —- have been .paired 

“° at m,mth 3fter tte eoip Pany .vailed the report. 

?hS 1%6 a ‘ WMRl re P«t, about the sane. 

'' r ° U?hly ' * tha it gate to * y desk. * 

0 tore each of those doounente in your file prior' 
to D2Ctcab;i t 20, j.9S>i? 

*"~® kU:; ‘' C ' cl,c * ^^itu in my files, • 

. t ti': f• la,. — 

- 1 *«>'* *,„>• 

le/ W 

C. —t- Otl'31* n«4 .. . 

■ t,o„urents -..e re . „• 

. yo u; fiiea , 

-- tiro? 


ii. 
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Thara v/cre also 3Craf; Xerox2p 


^ f • r " Uua - ly ®* s 1 tiUnlc I' dine had ii th< re 

Ste-ford S.rearoh institute's review of the 
. ‘ Vlew of the Sen«ral aviation 

na ..... j , .:j. i atancanl & .Poor's <’nc , n S t'ia 7 

I , -nc.Uot .iai rvr y S1 the 
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placed there? 


3 

I 

A These labels are placed or. these reports as 
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received by employees at Chrio-Craft, opera tine under 
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my supervision, and normally what they do is put tha 


g 

px..oe ard the date of the securities and. then these go 
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to my dee.:, and at that point, depending on my state ef • 
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interest in a particular company, it win g0 , nto , he 
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£ .rs -t Stir.* cr els,. ; £ will h.,.u it back to the ’pee*,- 
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n 

-carport'isn wi whether or net there is cumulative 1 '• . 1 


V 

\ 


15 • 
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A This Xtbel shore the state ef incoraoriticn the 
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o : ow, duri„ tJ 1967, -„ c , a there any dlecneeione at 

Chrig-Cvafi concerning Piper Aircraft? 

X don't recall. 

>r. soclaie, did you read Inhibit 85 for identi¬ 
fication at the tiire y oa received it? 

A 7£C. * « *. 

"yw ti.lj. b/ l/vo^irg at fcnat exhibit today of * 

^ ^ I>artX Ul: * r *"*■*•*. if any, to y 6u rt ' 
-— - import* . 

' - * 'i' f i L.: l’.ido ... T _ • ?. *• •• 

.‘ rw iif - 1 re-d. carl 

c! £ V-rr i:.: fc'iff, r ~ a. . V • 
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* '—- ItO'c that 
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i :«<J Iwiit Conanches. 1918 A 

Aad basically , that's about whet I was lccklnr at 
at that tima. 

Q :: she* you Exhibit 36 for identification, which 
is the Piper 19t7 annual report. Can you tell me whan 
you received that report.? 

0 

h h-our.u h«"lcu 1, ’ 6C. That'a whan it cane to my, 
del?*. • : J 

■>- ;.ow» .. yop. t*13. th j.t ’*c. H«.ck■; ’ 

A t ; .v;u defco ox, ch . t. ' • * * v •'; . 

Q " ; d j.v.7, ::•*}.>u that rapo..*': . L or a; .'at* »ne <i_.ifc.you 
r* * ‘ivuc it? ; , vj,’. 

^ iA -** - would havt. read it about th&c tins a " i 

. .* :C:- ! "7! 

'* ’ ■’ I’ 00 * r '» vj c ’lowing fci*r j 

v ■ Vv j 

v/■ < . kai. a.,, any yvi re yarded «s riyn:. ficpnt «fc t at tint?} 
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Q 1 3 I. 0 ./ ye a .Jxuibit o2 for identification, which 
i3 iU excerpt fro* Business s Comr.srcial 

Av u.tion M.gazine. Are those underlinincfs appearing in 
thit exhibit*. — a::c there your a V 
A Iight. 

0 lid you place those cn thero at the time that you 
first re«i it? 

-» 7o.> 
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’ ! ' "• •’ >CK ” t,I,! 1 ° r:£ -' r M 'iW t3 62 through 3.5 for j 

! t identification into evidence 

H 

I hT " p£mw »«» «to-/ » have a aimite to examine 

;! thn '"‘ in »l*w of the narking*? , 

|, HR. MB, I weul.2 ha agreeable to coon,*;. for • 
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'\ lot to nr' knculedco 


Q Then for the first time did you learn that Chris- 
Creift had purchased shnre3 of Piper stock7 

A I received a call on Jcnuary 2nd. I was on 
vacation in Barbados, end I received a call from Mr. Siegal. j 
Q JainJc.ry 2, 196S? j 

h Right. i 

C > T ov, what did fir. Siegel say to you in that tela- * 

ph^ne conversation? * I 

* 

/. Sail, wo first covered soma general business matters, 
ei d tit. second point that v;_ covered was the fc.ct that he hidi 
in.rcl.cu ; approximately $'■ 00 chares of Piper Aircraft, and * j 


rrlitwi co me 'he ja. coos ho thought At would be a good 

. .«•**,• *' • 

. • • . * • 

f'hunts it t-I -it*, t.ud X r.a eed with him. I ca..d it souildsfi . 
liko ct vC..'j r ivtracfcxvn pnvrV.»‘£i„ • • ■ * 

• .*? » v • * ‘ ■ • 

f v- 

*.:.t vn came .:•? on i.^rcexarA: that h* *voui<i continue 
to &«?:;; 1.-.; sc'-hj otof!?. i: hw coaid, until X orat back.-- Ha*v 

» •* * / • . * I . 

** * • 

w.t: ;ra<uaai: ur rioas tc> \rr. if X I’.rto .c ;.-3 c.< cu a b vi, on ’ • 

< 

i-V: ftrl . as I had /•- jl raid l would, buccawe he was 


_u»: J or.: tba* 7 ’• • —".Id update t!n» file. And I <*..1(1 nliat X 
d:-.<. A:* :si: to bv. baci: on the 6s:'. 


t : ;.hat did Mr. Si.eg.sA n*v, an you dsuorifctd, 

U* r.. Ic hit, V:<d. the nuvo'visc*'*; \-t: re good purchase .? 


1 don't recall all t <t things trat re tal'csd 
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aj ’Vt, bit i; basically had to on that the prico-enralii<ys 
ratio was relatively attractive as to what it had bean 
earlier La the year. As I recall, the stock had been up ~ 
I don't .tn.w maybe around 2fJ or 30 time a earning a at one 
tii'u.. i % . nd v;a likocl the outlook '!or the indastr*, as vr ou 
kne*.arid we li/ted the outlook ro's Pif*e:r, also, a>ii wo knew 
that- ?iper wan hsnr.in? into swna p«»rc of the market that 


i, Bovuii 
| 

nlwi ; 

iii iCl 

* 4 i» * ir 
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;ue 1.1.‘,ewowed right. The. stock 
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i>n:- ti.'-wa fa aogujir:. i p.-. -itiem. 


.’“w, di-.’ jfovi xetnm tc> the of Sice on i"a..ui;ry 6 th? 

A re s. 

'< : 'i-d did ion mof.r vi J ..h your •;>■;,isv; offerers :,t 

Chr . r-<ir-:: or your return'-'' 

A • cs * » did. 

0 •'><d vns Floor ? m -yir of ?i .c :s j -<*» 7 v • DW 

r* : '■••>, r >■ <r 

1 • *'-;•/( : ore h.?■**.»>{ in IV* * stsrin.. 

" •* * ’■ *'•" pi/ea : u:*e cu u.o to g >t m /sel ipdatCw 

,Ail; of she group on he inmt: -• :'ieirr 
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of the oomany and the outlook tc assure that we were on i:he 


right track. 


Q How, who ancourngcd you to update your material* 
h fir. Siegel. 


0 Mow, do you recall when he did that? 
k On January Gth. 

C? Wau thi.ro cny other cV.se as si on about the Piper 
per oh-co.; .ua. hid clrcuhy ta ven placj? 

.s .let .roi.liy. 7. reviewed tne purchases., but: tncro 
v.’i.su't any need for diecrjasic'-n, because the. price — the 
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